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Launch of the euro 


The financial Times steps up Its unrivalled 
of the European single currency next week 
with a definitive tour-day series, beginning 
on Tuesday, setting the scene for the 
launch of economic and monetary * 
union on January 1. . 
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UK’s law lords 
to reconsider 
Pinochet ruling 

The House of Lords, the UK’s 
most senior court, will consider 
overturning its landmark ruling 
that General Augusta Pinochet 
does not have Immunity from 
prosecution. In a move with exit 
precedent in English legal 
history, the law lords agreed to 
hear a petition from the former 
Chilean president's lawyers that 
the ruling should be overturned 
and a fresh hearing held. 

The Americas, Rage 6 

Chinese export drive 
China has set out its economic 
strategy for 1999 with orders to 
officials to promote exports in “a 
thousand and one ways”, boost 
consumer demand and allow an 
"appropriate" loosening of 
monetary policy. Asia-Pacific, 
Page 4 

Wony over German policy 
Unice, the European employers' 
organisation, expressed concern 
that the policies of Germany's 
new left-leaning government 
could be contributing to fairmg 
business confidence and slower 
investment Europe, Page 2 

Heathrow-Continent tram fink 
Eurostar could soon be running 
direct train sendees from 
London’s Heathrow airport to 
continental Europe under propos- 
als submitted to UK deputy 
prime minister John Prescott 
Britain, Page 8 

HaUan employers pessimistic 
Italy’s prospects for economic 
growth appear increasingly bleak 
after Confindustria, the employ- 
ers’ federation, downgraded its 
forecast for 1998 to 1.3 per cent 
Europe, Page 2 

Banks wary on Russian defat 
Western banks said they were 
unlikely to accept Russia’s terms 
for restructuring the country's 
$15bn of foreign- held domestic 
debt in default Etvope, Page 3; 
Lax, Page 14 

Envoy gloomy over Kosova 
US mediator Chris HHI gave a 
bleak assessment of his lack of 
progress in trying to negotiate a 
lasting political settlement in the 
Serbian province of Kosovo. 
Europe, Pages 

Boom In Indian mergers 
India is experiencing an unprece- 
dented boom in mergers and 
acquisitions as companies 
restructure to face competition. 
Asia-Pacific, Page 4 

Dispute over sinking Venice 
A proposal to stop Venice from 
flooding has been scrapped by 
the government sparking a row 
over whether the city is bang 
abandoned. Europe, Page 2 

dash over COntan tapes 
The White House and RepubK- 
j cans clashed over the release of 
videotaped testimony by US 
President Bin Clinton. 

The Americas, Page 6 

French unemployed protest 
Jobless protesters held demon- 
strations throughout France to 
demand an increase in benefits. 
Europe, Page 2 - 


BUSINESS NEWS 


Ericsson warns of 
lower profits and 
heavy job losses 

Ericsson shares feB 16 per cent 
after the Swedish telecommuni- 
cations group issued a profits 
warning and announced heavy 
job cuts, ft said a rationalisation 
package - likely to slash 10.000 
jobs - would be unveHed In Jan- 
uary. Companies and Markets, 
Page 15; Lex, Page 14 

Standard Chartered, the UK-based 
international bank, is the leading 
contender to buy the global trade 
finance business put up for sale 
by UBS. the Swiss bank. The 
operation is expected to fetch 
over SFnbn ($730m). Com- 
panies and Markets, Page 15 

Prudential Insurance of America, 
the largest US life insurer, took a 
step on Its path to de-mutuails- 
ing when it announced ft had 
sold its healthcare business to 
Aetna for $1bn. Companies and 
Markets, Page 15; Aetna shows 
its commitment. Page 18 

Deutsche Post, the German postal 
service, announced an agreed 
DM1 .8bn ($1.08bn) takeover of 
Danzas, the Swiss logistics 
group. European companies, 
Page 20; Observer, Page 13 

And managers are to cease 
non-essential buying and selling 
of European shares and bonds 
this weekend, ahead of the intro- 
duction of the European single 
currency on January 1. Com- 
panies and Markets, Page 15 

Cofir, the Spanish holding 
company, has unveiled a 
restructuring designed to propel 
it into the international hotel 
chain business. European com- 
panies, Page 20 

The Oslo stock exchange is 
finalising plans to join Norex, the 
proposed aB lance between the 
Stockholm and Copenhagen 
bourses. European companies. 
Page 20 

Malaysia yesterday became the 
first Asian country to Issue a 
bond guaranteed by the Japa- 
nese government under a $3Qbn 
aid plan. Asia-Pacific news, 
Page 4; Bonds, Page 30 

India is experiencing a boom in 
mergers and acquisitions as 
companies restructure to tecs 
competition. Asia-Pacific news. 
Page 4 

WAZ Metien Ckuppe, the German 
publisher, is expanding in eastern 
Euope with the purchase of a 50 
per cent stake in Croatian group 
Europa Press Holding. Interna- 
tional companies, Page 18 

Easdaq, the pan-European stock 
market for growth companies, 
has begun searching for a new 
chief executive as ft struggles to 
hold its ground against Euro NM, 
the network of local bourses. 
European companies, Page 20 

Work! Equity Markets 

The latest trends end data from more 

than 50 national meketo at a tfance 

Page 41 
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Blair softens hard 
stance on 
before EU summit 



By David Wig titan ami ftfichae! Sntftti 
ta Vienna and Ralph Atidra In Bonn 

Tony Blair, the British prime 
minister, last night moved to 
avoid isolation at this weekend's 
European Union summit in 
Vienna by suggesting for the first 
time that the UK’s budget rebate 
could be up for negotiation. 

Separately yesterday, Gerhard 
SchrOder, the German chancellor, 
stepped up pressure for a reduc- 
tion in Germany's net contribu- 
tion to the EU. In a parliamen- 
tary statement, Mr SchrOder said 
a reduction in Germany's burden 
would be "right at the top of the 
priority list” during the country's 
presidency of the EU. which 
begins next month. 

Arguments over money are 
likely to dominate the Vienna 
s ummi t and Germany's six- 
month EU presidency. Without a 
deal, the timetable for the ElFs 
enlargement to central and east- 
ern Europe could be delayed. 

In an interview with an Aus- 
trian newspaper, Mr Blair Indi- 
cated that if the Union’s Common 
Agricultural Policy (CAP) was 
reformed there would be no need 
for the rebate. 

He said a range of budget 
issues needed to be discussed 
under the German presidency, 
and “the most fundamental of 


UK cuts rates 

The Bank of England yesterday 
cut Interest rates by half a point 
to 6.25 per cent The UK central 
bank's monetary-policy ! 
committee cited weaker 
economic conditions at home - 
and abroad as triggering the cut 
which came a week after the 
reduction by the 11 Emu member 
s t a t es . Pages 


those Is CAP reform, because in a 
sense that la the reason why all 
these arrangements [on the 
rebate} have grown up". 

However, last night Mr Blair 
insisted that the rebate was not 
negotiable, while acknowledging 
that other countries had equally 
strong positions on the issue. 

"We have made it quite dear 
that the British rebate is not up 
far negotiation. And the reason 
we have the rebate is that with- 
out the rebate Britain's net con- 
tributions to the EU would be 
quite unfair,’’ he told the BBC. 

But he added that Britain 
would "argue our case for this as 
other countries win indeed argue 
the position that they have. What 
is important is that we argue 
strongly and in a way that pro- 
motes British national interest” 


Rarft pr he had said that even f 1 
on thie most optimistic assump- 
tions about CAP reform, tiie UK 
would stOl he a large net contrOv. 
utor to the EU budget 
Mr Blair complained of the 
"disorder” that bad left Belgium, 

Denmark and Luxembourg as net 
recipients of EU funds, although 
an a per -capita basis they were 
better off than Germany- • * • • 
Expectations that tbe govem- 
ment might be preparing to 
soften its position had been 
raised earlier yesterday by. com- 
ments -from Giles Radice, die 
Labour chairman of the Treasury 
select committee. 

Mr Bariice, who is dose to the > 
leadership, said In an Interv ie w 
on BBC radio: "Of course the UK 

wpnlri ha pspawfl *n riiaramn flip 

rebate if there were reform of the 
CAP.’ r 

- - Officials, from Austria, which '• 
holds- th e EU presidency, yester- 
day made clear they wanted the 
summit's fim>i communique to - 
agree that "everything is on the 
table” in the negotiations over 
budget contributions. . 

rebate, agreed at Fontaine- 
bleau in 1964, recognised that the 
UK derived relatively little bene- 
fit from the CAP because of its 
gniaTi agricultural sector. 


Edftortel Comment, Pag* 13 
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Gutted Schftdar: reduction in Germany's EU contribution *a top priority 


Commodity 



By Paul Soknao and Robert Condne 


World oil prices slid further 
below $10 a barrel yesterday, 
touching -a new 12-year low in 
London. Overall commodity 
prices are at their lowest level for 
21 years, putting exporting 
nations under pressure as reve- 
nues tumble. 

Brent blend oil futures, a world 
benchmark price, fell ll cents to 
$987 a barrel in late trading on 
London's International Petro- 
leum Exchange yesterday, less 
than half the level of a year ago. 
Ofl prices have lost more than 
$1.50 a barrel in less than a 
month. • • 

US prices dropped below $12 by 
around midday slipping to $1085 


a barrel from $11.16. The continu- 
ing fall in oil prices is undermin- 
ing the economies of leading 
petroleum exporters. 

-. Some- members of -the Organi- 
sation of Petroleum Exporting 
Countries have seen their reve- 
nues foil more than 40 per cent 
this year, with collective oil earn- 
ings for the group likely to fell by 
some $50bn from last year's leveL 
The weakness of the global 
economy has also depressed the 
market for commodities across 
the board with wheat and base 
metals prices dropping - many to 
. their lowest levels for 10 years. 

. . The Bridge/CRB Futures Price 
Index, the benchmark for world 
commodity prices, declined to 
19187 late yesterday, its lowest 


since 1977. The index comprises 
futures prices from the main, 
commodity sectors, including 
livestock, coffee, cocoa, sugar, 
grains*, aaetgyr hase-md preefons 
metals. 

Copper has led the base mefols 
sector downwards on the London 
Metal Exchange, the main, trad- 
ing arena. The benchmark capper 
contract is trading at its lowest: 
for more than u years at just 
above $1,500 a tonne. In the mid- 
dle of last year, it was more than 
$2800 a tonne. 

“The picture is of weakened 
demand because of the Asian cri- 
sis, signs of a slowdown In 
Europe and expectations of a 
slowdown in North America," 
Kevin Crisp, commodities strate- 


gist at JJ. Morgan m; London, 
said yesterday.;. .* . : 

"03 inventories are too high 
and most produced want cuts -in 
-output to Snwwrtthe-iHfoe,- 'one 
energy analyst said yesterday. 
“But Opec has put off the deci- 
sion until March.” ,' v ” 

Warm weather is: also depress- 
ing, heating ott and natural gas 
prices. Forecasts of. a eolderihan 
usual winter in .the northern 
hemisphere bad led traders to 
expect a drawdown in. stocks dur- 
ing the next few months. 

However; temperatures in the 
US northeast -r crucial to the US 
heating oil market • - are cur- 
rently 20 per cent warmer, than 
normal, US heating oil demand is 
88 per cent lower than tius time 


last year, according to the US 
Energy Department. 

Metals -producers know the 
market Je oversupplfed but most 
are reluctant-to cut output In 
case the price rallies and they are 
left with a lower market share, 
one analyst said. 

The slump in agricultural com- 
modity prices has hit US formers, 
especially in the northern plains 
states .where wheat accounts for 
45 per cent of output. Wheat 
prices are trading at around 280 
emits a bushel on the Chicago 
Board of Trade down from 370 
cents at the start of the year. 


I i 


The wealth drier up, Page 12 
lax, Page 14 
Commodities, Page 32. 


EU action on noisy 
aircraft angers US 


By Emma Tucker in Brussels 

A European Commission decision 
to clamp down on the use of old, 
noisy aircraft inside European 
Union airspace is set to provoke 
a trade dispute with the US. 

David Traynham, of the US. 
Federal Aviation Administration, 
said yesterday the EU action 
appeared to be targeted at the 
US. “The EU appears to be seek- 
ing to protect the Airbus 300 
model by imposing costs on the 
US market," he said. 

The Commission, with the 
unanimous backing of the 15 EU 
member states, plans to restrict 
the use of noisy aircraft from 
April next year, even if they have 
been fitted with special engine 
mufflers, or "hush-kits". 

The US. whose hush-ltit manu- 
facturers are likely to suffer from 
the restriction, believes the 
measures win damage trade. Wil- 
liam Daley, the US commerce sec- 
retary, has written to the Com- 
mission complaining about the 
proposal. 

The measure is Ukely to affect 
a wide range of carriers, but espe- 
cially cargo and express package 
services operating out of the US. 

"One of our concerns is that if 
hush-kitted aircraft are not 
allowed to operate in Europe; 
that will depress the value of 
these aircraft wherever they are 
flown,’ said Mr Traynham. 

The EU move reinforces efforts 
to limit the growing problem of 
aircraft noise around Europe's 
congested airports, which Is an 


increasingly sensitive issue. 
Brussels believes that unless it 
takes tougher measures to reduce 
noise and other pollution, at air- 
ports, a popular backlash amid 
threaten the expansion of the air- 
line industry. 

"The last thing we want is to 
relax environmental standards,” 
said an official yesterday. 

The proposal - expected to 
clear its final hurdles early next' 
year - prohibtts the use of hush- 
kitted aircraft that are not 
already on the European market 
from April. The Idea is to step 
such aircraft undermining the 
environmental benefits that are 
expected to flow from the upgrad- 
ing by airlines to newer, quieter 
machines known as "Chapter 
Three" aircraft At the moment 
many airlines Operate older 
"Chapter Two’ aircraft whose 
engines have been muffled with 
hush-kits and which in theory 
meet the standards of Chapter 
Three models. However, the Com- 
mission argues that they are stfll 
noisier than new models. 

The dispute comes at a sensi- 
tive time for the US and the EU, 
which are in an escalating trade 
row over bananas. 

US negotiators were in Brus- 
sels yesterday bedding talks with 
Commission officials to try to 
resolve the issue. 

US Airlines recently joined the 
fray, lobbying European airtlnee 
to oppose the proposal However, 
the Commission says the associa- 
tion of European airlines sup- 
ports its moves. 
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VENICE $2.5bn PROJECT ABANDONED 


EUROPE — 


** ■■■&:■ V 


Italy scraps 
plan to stop 
flooding 


By James BUtz In Roma 

One of the most ambitious 
projects ever undertaken to 
stop Venice from flooding 
was yesterday scrapped by 
the Italian government, trig- 
gering a political row over 
whether the city was being 
left to the mercy of the 
lagoon. 

After 10 years of discus- 
sion over a S2.5bn plan to 
build massive gates across 
the city's lagoon to bold 
back flood waters, govern- 
ment advisers have said the 
project should be abandoned 
for ecological reasons. 

This is not the first time 
that plans to save Venice 
from sinking have fallen 
through. Ever since serious 
flooding in 1966. a hast of 
ideas has been mooted to 
keep Venice above water, 
such as dividing the lagoon 
into three artificial basins. 


The latest plan - dubbed 
“Operation Moses" - was the 
most widely discussed of all 
the projects to prevent aajue 
site, or high water. The proj- 
ect’s collapse may have 
implications for Venice's 
buildings, tourism and, some 
say, its continued existence. 

'Hie government said It 
was scrapping the plan 
because of fears it would 
damage the lagoon’s ecosys- 
tem. Environmentalists - 
including the powerful 
Green party, part of Italy’s 
ruling coalition - argued 
that new 30m-high gates, 
which could be raised and 
lowered according to the sea- 
level, would have prevented 
the water in the lagoon from 
oxygenating and mixing 
with the sea. 

However, those backing 
the plan, including a consor- 
tium of private developers 
called Consorzio Venezia 



Going under: a poficawoman In Venice directs pedestrians via temporary waBcmys after floodktg in St Mark’s 5 


AP 


Nuova, warned that flooding 
would worsen in the next 
century because of global 
warming and coastal ero- 
sion. In the last 10 years, the 
sea level has risen by 80cm 
787 times and by 1m some 
137 times. At these levels, 
around 12 per cent of the 
city falls below water, forc- 
ing people to make their way 


round the city on makeshift 
wooden walkways. 

But the problem of high 
water is set to get worse. 
Daring the first half of this 
century, the city experienced . 
flooding only five times a 
year. Now that figure has 
risen to more than 80 and on 
more than one occasion St 
Mark's Square has been 


transformed Into ar lake. 

A study, by a British flood 
control expert, Edmund Pen- 
ning-Rowsell, .predicts that 
St Mark's Square could be 
flooded every day -by the 
middle of ’century. 

fflmeg io Qjflan. chairman 

of the Veneto Regional 
Council,' said the decision 
not to go ahead with the 


flood control scheme was 
“scandalous, presumptuous 
and irrational”, the gov- 
ernment was being led by a 
“do nothing party”. 

Sauro Turroni, a Green 
party dejmty/said the gov- 
ernment had resisted pres- 
sure from individuals who 
were “on the look-out for 
huge business contracts". 


Employers ‘frightened’ by Bonn’s pay policy 


By Peter Norman in Vienna 


Unice. the European 
employers' organisation, yes- 
terday expressed concern 
that the economic policies of 
Germany’s recently elected 
left of centre government 
could be contributing to foil- 
ing business confidence and 
slower investment 
Dirk Hudig, Unice’s secre- 
tary general, said European 
employers were frightened 


that a drive for higher wages 
in Germany, encouraged by 
Oskar Lafontaine. the Ger- 
man finance minister, could 
lead the European Central 
Bank to fix higher Interest 
rates than warranted by eco- 
nomic conditions in the ll- 
nation area that will intro- 
duce the European single 
currency on January L 
The employers were to 
make their views dear at a 
meeting last night with Ger- 


hard Schr&der. the German 
chancellor, Mr Hudig said. 

As Germany is the next 
holder of the EU presidency, 
Mr Schroder was due to 
meet Unice leaders and rep- 
resentatives of European 
trade unions at a meeting of 
the “social partners" ahead 
of today’s EU Vienna sum- 
mit. Hosting the meeting 
would be Viktor Klima, the 
Austrian chancellor and cur- 
rent holder of the ElTs rota- 


ting presidency, while Tony 
Blair, prime minister of 
Britain, the previous holder, 
would also attend. 

Mr Hudig was especially 
concerned at a sharp foil in 
business confidence in the 
EU and the euroarea since 
September, the month Mr 
Schrfider’s coalition of Social 
Democrats and environmen- 
tal Greens was elected. 

The European Commis- 
sion's industrial confidence 


indicator, which reflects the 
balance between optimists 
and pessimists in business 
surveys, fell to a seasonally 
adjusted minus 12 In the 15 
EU countries last month 
from minus 9 in October and 
minus 5 the month before. 
The indicator for the euro 11 
area fell to minus 8 in 
November from minus 5 in 
October and minus 2 in Sep- 
tember. 

Concern about German 


po il d«>f reflected "Keynesian 
talk of more government 
spending to create jobs" and 
doubts about Germany's 
determination to stand by 
the stability and growth pact 
l im itin g public doffHta after 
the switch to the single cur- 
rency- Employers were also 
reticent about the idea of an 
EU-wide jobs pact with veri- 
fiable targets which Ger- 
many and France urged in a 
letter to Mr Klima this week. 


French jobless 
seek increase 
in benefits 


By Robert Graham ta Paris 

Jobless protesters increased 
the pressure on the French 
government yesterday with 
a series of demonstrations 
throughout the country to 
demand an increase in 
unemployment benefits. 

The demonstrations under- 
lined the plight of France's 
jobless, many of whom 
receive little or no state 
assistance because of com- 
plex rules surrounding the 
benefit system. 

Although unemployment 
has fallen by 5 per cent dur- 
ing the past 13 months and 
.JUU.IHM new jobs have been 
crealiNi. the jobless rate iu 
France remains at 11.6 per 
tint n[ i he workforce. 

Groups lobbying for 
greater unemployment bene- 
fit sprung up last winter and 
I'.iught the socialist-led gov- 
ernment of Lionel Jospin by 
surprise with high-profile 
protests, targeting public 
"It ires with sit ins. 

The unions, which have 
inuhlionally led such move- 
ments. were by -passed by 
npw associations. 

Mr Jospin was sufficiently 
omkirrussed l« increase ben- 
efits and the social security 
net was widened. These mea- 
sures. combined with strong 
economic growth, blunted 
the protests. But with the 
economy beginning to slow, 
the unemployed associations 
are concerned that job c re- 
al ion next year will be 
affected. 


They also point out that 
the jobs being created are 
not for unskilled workers. 
This category is being penal- 
ised by plant rationalisation 
throughout the country, 
spurred by the need for pro- 
ductivity gains ahead of the 
introduction of the 35-hour 
week which the government 
claimed would generate jobs. 

A number of job losses 
have been announced rang- 
ing from Seita, the national 
tobacco company, to ship- 
yards at Le Havre, refinery 
restructuring in Strasbourg 
and the closure of Benetton 
and Chanel clothing 
operations in France. There 
have also been damaging 
strikes in the SNCF national 
railways over the refusal to 
hire more people. The unem- 
ployed associations want to 
have allowances increased to 
match the 2.7 per cent aver- 
age rise in wages. They also 
want the benefits to be 
applied to those under 25- 
years-old who h3ve yet to 
have a first job. while fur- 
ther extending the period 
over which jobless are enti- 
tled to receive assistance. 

Yesterday it emerged that 
Unedic. the unemployed 
Insurance benefit system, 
would be running a FFrl.5bn 
(S267m) deficit this year after 
covering payments to just 
under 50 per cent of those 
out of a job. Unedic said the 
slowdown in 1999 meant it 
would have a similar deficit 
next year against budget 
estimates of a FFrlba. 


Chirac looks set to capitalise 
on split in National Front 

Challenge to Le Pen leadership could give mainstream parties of 
right a chance to recover lost ground, reports Robert Graham 

A spectacular split in the 
ranks of the far-right 
National Front this 
week has opened up the pos- 
sibility of a big shake-up in 
French politics. 

At stake is the Front's 15 
per cent share of the 
national vote. If the split is 
formalised or the party 
implodes, commentators 
believe the mainstream par- 
ties of the right can recover 
ground lost to the Front 
since it was founded by 
Jean-Marie Le Pen, a former 
paratrooper, in 1984. 

The prospective break-up 
or the Front also offers a sig- 
nificant opportunity to Presi- 
dent Jacques Chirac to 
extend his control over the 
fissiparous elements of the 
right. 

His voice has been loud in 
warning parties against any 
link-up with the National 
Front. 

"We have been one of the 
rare countries in the world 
to spawn a large party of the 
extreme right,’’ observed the 
conservative newspaper Le 
Figaro yesterday. 

“This party could make 
and unmake political majori- 
ties. as the right learned to 
Us cost in the parliamentary 
elections of 1997." 

The split in the Front has 
been provoked by a chal- 
lenge to Mr Le Pen's leader- 
ship from Bruno M egret, his 
one-time heir and number 
two in the party until he was 
summarily dismissed on 
Wednesday. 



La Pan: has split tha'righfs vote to the benefit of the left 
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The 49-year-old Mr M6gret 
has cast himself in the role 
of the moderniser seeking to 
make the party respectable, 
while the 70 year-old Mr Le 
Pen tries to hang on to the 
controls of his hard-won 
empire. 

The core of the Front’s 
vote has come from the same 
type of people who backed 
the petty-bourgeois Pouja- 
diste movement of small 
shopkeepers in the mid- 
1950s: people on low incomes 
who feel that their jobs and 
life-styles are threatened by 
a fast -changing world. 

Mr Le Pen’s rhetoric has 
been virulently anti-Semitic 
and anti-immigrant 

He has also been a visceral 
opponent of European inte- 
gration. seeing it as threat* 
.ening an end to France’s 

greatness. 

The Front has been stron- 
gest in southern France, 
where the majority of 1m- 
odd disillusioned French for- 
mer colonists - the pieds 
noirs - were resettled after 
being forced to leave Algeria 
when it achieved indepen- 
dence in 1982. 

The bitter memories of 
French defeat in Algeria lie 
at the heart of Mr~Le Pen’s 
bombastic extremism, which 
has made him a pariah in 
French politics. 

Mr Le Pen has always suc- 
ceeded in splitting the 
right's vote, to the benefit of 
the left - something which 
the late President Francois 
Mitterrand exploited with 
great skill. Mr Le Pen has 
preferred this tactic even 
though it has meant he has 
rarely had a .National 


Assembly seat and at pres- 
ent possesses none. 

After this year’s regional 
elections in March, it looked 
as though the FTont was on 
the road to political respect- 
ability when three adminis- 
trations made deals to oper- 
ate with the latter’s support 

By coincidence the most 
important of these deals - In 
the RhOne- Alpes region - 
collapsed this week because 
of breaches in procedure set- 
ting up the administration. 

The former Gaullist 
defence minister Charles 
Millon. who struck the 
Rhine- Alpes accord with the 
Front, is now more isolated 
than ever from tails ex-col- 
leagues in the mainstream. 

ffls attempt at self-justifi- 
cation through .the forma- 
tion of. a new national party, 
called The Right, is unlikely 
to prosper. 

Commentators agree that 
Mr Chirac, who warned the 
main parties of the right - 
the Liberal .UDF.'and his own 
Gaullist RPR - against , cut- 
ting any deal with the 
National Front to run 
regional administrations, 
has been vindicated by- Mr 
Mfilon’s. ■ 

Mr Chirac . had already 
recovered from the blow to 
his prestige caused when he 
mistakenly called early elec- 
tions in 1997. 

The main politicians of the 
ri ght have ceased to ques- 
tion his credentials -.to con- 
test the presidential election 
in 2002, and the split in the 
Front provides ah excuse for 
the president to take- a more 
active part in forging unity 
among tbe.UDF and RPR. 


Italian 

growth 

prospects 

dim 

By Janet B&tz ftr Home ; • • 


The prospects for Italian 
economic growth appeared 
increasingly bleak yesterday 
after Confindustria, the 
employes’ federation, down- 
graded its forecast for 1998 
to 1.3 pa: cent 

In the most pessimistic 
outlook for the Italian econ- 
omy yet delivered by an 
independent organisation, 
Confindustria, whose fore- 
casts are widely respected, 
also predicted that economic 
growth in 1999 would be L9 
per cent 

Because of more sluggish 
growth, it - warned there 
would now he no immediate 
i mpr o v ement, in Italy's bud- 
get d efi c it as a proportion of 
gross domestic product, pre- 
dicting the deficit would end 
1998 at 2.7 per cent, the same 
level as last year. 

Italian growth is well 
below the rate of growth of 
other European Union coun- 
tries, most of which lie 
between 2£ per cent and 3J> 
per cent. Carlo Azeglio 
(tempi, Italy's treasury min- 
ister, said he stfll believed 
Italy could achieve 2JS per 
cent growth next year. But a 
range of ~ factors has 
depressed independent ana- 
lysts, including the impact of 
the Aslan crisis on Italian 
markets, a decHxdng return 
on bond investments, and 
the declining disposable 
income of Italian house- 
holds. 

The anomaly of low Italian 
growth raises fears that it 
could be difficult fen- the new 
European Central Bank to 
devise the common interest 
rate policy fen- the euro-zone. 
To the surprise of many ana- 
lysts, the Bank of Italy is the 
one central bank in the 
region that has not yet 
brought its official interest 
rates down to 3 per cent . 

Hie employers*- federation 
expects Italy's unemploy- 
ment to remain around 12 
percent 

Confindustria says that 
declining interest rates 
should reduce debt interest 
spending and that the Trea- 
sury's 2 per cent budget defi- 
dt-to-GDP target should be 
reached next year. 

But ft w arns that current 
expenditure as a proportion 


of GDP will end the year 
unchanged-on 1997 and that 
Italy’s primary surplus 
excluding interest repay- 
ments wfli drop to 4.7 per 
cent' next year. “This is well 
below -the 5A per cent con- 
sidered to be Hie pillar of the 
government’s debt reduction 
strategy ." it said. 
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DEFICIT CUT PLANNED 


Russian budget sent for 
parliamentary approval 

The Husslangoverrmwrt aJ^ 9 

-budget, which cut down to 2.5 

indexes wages while orRbs102bn ($4^bn). 
per cent of on economic 

The budget - have been 

growth, tax revenues and exchan9 ® ^ nt ai ns planned 

criticised by Jndependent eaxiomste - it 

avenues of FtoMn "**%*£$ £H£l S?7.5bn 
incorporates payment of only ^-5Dn or 
in foreign debt servicing owed during 
-iSr^enue figure takes into •poountoontoj^ji ^ 

modifications to the tax system- i eve | 0 f 20 per 

^Theproposals must now be 

lower Russian houses of parliament, in a process wmen 

expected to run into next year. December 

• Russia's central bank said yesterday that by Decemoer 

4. ft had foreign exchange an ^f 0 ^r^3TthB sharpest 
down $700m from November 27 sharpest 

faBs in recent weeks. Andrew Jack, Moscow 

GERMAN UNEMPLOYMENT 


Supporters of euro increase 

Supporters of a single European currency have outnum- 
bered, opponents in Germany for the first time, in a poll 
released less than a month before the euro is to be intro- 
duced. . - 

The Psephos Institute poll, scheduled to be published in 
toefcy’s editions of Handelsbtatt, the German business 
daily, found 43 per cent in favour and 41 per cent 
opposed to the single currency. Last January, the institute 
found 58 per cent opposed and 30 per cent in favour of 
joining the currency union. No margin of error or other 
data was given about the pod. 

The euro will be introduced in 11 European Union coun- 
tries on January 1 next year, although notes and coins will 
not enter circulation until 2002. AP, Frankfurt 


METAL INDUSTRY UNIONS 


Joint strategy agreed 

Metal industry trade unions across the European Union 
have agreed to a joint collective bargaining strategy at the 
European level after the launch of the euro next month. 
The European Metalworkers' Federation (EMF), in which IG 
Metall, the German union, plays a key role, won unani- 
mous support yesterday at its conference in Frankfort for a 
co-o rdinated approach to wage negotiations laying down a 
core demand for cost of living increases with an additional 
rise for productivity improvements based on changes in 
working time, training and work reorganisation. 

The EMF also secured backing for an expansion of the 
European works councils as a “powerful lobby for employ- 
ees at company lever , the introduction of basic minimum 
standards, and collection of common pay data with moni- 
toring of agreements. Robert Taylor, Employment Editor 


Little harmony 
in executives’ 
pay packages 


By Robert Taytor, 
Empl oyment Editor 


CEO total remuneration in 1998 
£000 


No harmonised European 
executive pay levels and 
benefits system is yet emerg- 
ing as a result or the arrival 
of the tingle currency and 
greater transparency, 
according to a survey of 
worldwide rewards pub- 
lished by Towers Perrin, the 
international management 
consultants today. 

“There has been a lot of 
rhetoric about harmonised 
pay structures, particularly 
in Europe. But Ear from see- 
ing a European pay market 
for senior executives emerg- 
ing. the survey highlights 
the variety In pay practices." 
said Duncan Brown, the 
company’s principal. He 
added the differences reflect 
the diverse practices of spe- 
cific country based pay 
systems. 

.While local companies in 
Spain and Sweden make 
almost no use of long-term 
pay incentives such as share 
options, these are common 
for chief executives in 
France (30 per cent of basic 
compensation), Holland (17 
Per cent) and the UK <36 per 
cent). 

However, the survey does 
suggest a growing conver- 
gence in the provision of 
annual bonuses for chief 
executive officers. In all 
European countries such 
bonuses are worth between 
20 and 30 per cent of basic 
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P u y a ^ d the Percentages 
changed only by 2-3 per cent 
over the past year. 

Italian chief executives 
have the largest proportion 
01 their pay in a bonus 
worth 30 per cent and the 
French have the lowest at 19 
per cent 

The scale of wage and sal- 
ary levels in Europe and 
elsewhere For chief executive 
officers and senior mana ge - 
m ent promises to be moder- 
ate for next year, claims the 
survey, with rises of only 
between 3 and 5 per cent for 
European executives. 

The survey, which ravers 
executive grades in a wide 
range of countries both 
mside and outside the Euro- 
pean Union, estimates the 
“typical" remuneration lev- 
els in industrial com panie s 
with annual sales of between 
*250m and ssoom. 



. -«A 

r»L>.l 








\|.v - 


Lafontaine pledges 1m cut 

Oskar Lafontaine. Germany's finance mmster yesterday 
set a goal of reducing unemployment by Im tyT toe i next 
federal-election in 2002. His comments followed the 
launch thfe week of the Social Democratic-led govern- 
ment’s “aHiance for jobs” bringing together employers, 
unions and the government Germany has about 4m 

unemployed, about 10 per cent of the workforce. 

The government of Helmut Kohl, former chancellor, lest 
face after retreating from its goal of halving unemployment 
by 2000. Until yesterday, the new government had 
refrained from setting targets. But interviewed on ZDF tele- 
vision, Mr Lafontaine said the government would have 
“faSed” If unemployment was not at least im lower by 
2002 . - . 

The SPD had criticised Mr Kohl for not reducing unem- 
ployment and similar criteria had to apply to the new gov- 
ernment, Mr L af onta in e said. Ralph Atkins, Bonn 
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BOMB TEAMS ACCEPTANCE UNLIKELY RUSSIAN PWBjffY STUDY SAYS TKEBEUEF THAT PEOPl£ HAVE RETURNED TO THEIR. PEASANT ROOTS iS A MYTH 


line in Russia get 




By Ctay Harris in London 
and Ambon Jack la Moscow 

Western banks .. said 
yesterday they were nnHkefy 
to accept Russia’s terms for 
restructuring the S25bn of 
foreign-held domestic debt 
(GKOs/OFZs) wiiich is in 
default 

In their strongest public 
statement since the defcrult 
four months ago, . the 29 
European. US and Japanese 
banks said Russia would 
“aggravate its financial iso- 
lation if it unilaterally 
imposes restructuring terms 
on foreign Investors”. - 

The banks said no agree-' 
meat on terms had been 
reached, directly contradict- 
ing a statement to the coa- 


Moscow warned 
not to aggravate 
its ‘financial 
isolation’ 


trary on Wednesday by Mik- 
hail ZadORlOV. the 
minister. The; said “no 
definitive terms" had even 
been presented to the six 
banks negotiating for the 
wider group, which repre- 
sent'; more than 90 per cent 
of non-resident holdings of 
GKOs and OFZs. 

The banks are unhappy 
not only with the overall 
deal, worth less than 4 emits 
on the dollar, but also with 
tbe limited uses to which 
blocked roubles can be pat 
within Russia. 

“Without investment 
opportunities, the banks 
would see this as a confisca- 
tory exercise," one member 
of the six-bank negotiating, 
committee said. In spite of 
discussions last week which 
“sounded constructive", the 
banker said, tbe Russians 
had not produced any sub- 
stantive changes. 


The only . movement, 
changing the allocation 
method of gSSOm from an 
auction to a pro rata distil-' 
button, was unacceptable 
because of tbe Impcudtion of 
a 20 per cent discount on the 
exchange rate, bankers said. 

Yesterday's statement 
ffinstraies a hardening of 
opinion among tbe banks. 
Fifteen of the IS had wanted 
: to release tbe statement on 
Wednesday, but - were 
swayed by Deutsche Bank, 
which chairs the 
group, into saying only that 
“a number of key issues" 

. rnnafned to be resolved. 

Tbe more forceful draft 
was put out yesterday by 
Credit Suisse First Boston, 
as deputy chafr, with the 
explanation that the German 
bank's internal publicity 
department was unable to 
distribute it to time. 

. But Deutsche, which 
annoyed scene of its feflow 
hanks last month - by 

annnunring that agreement 

had been readied to parted- . 
pie, has consist ent ly taken a 
softer due than others. Deut- 
sche said in Frankfurt: "We 
made our p o s i ti o n dear yes- 
terday [Wednesday] and so 
for there is nothin to add.* 

Mr Zadornov, meanwhile, 
said yesterday afia- finalis- 
ing the 1999 budget that only 
$a5bfn out of $17 ’An in for- 
eign debt service due next 
year would be paid. “With- 
out an easing of the debt 
burden in 1999 and 3000 and 
the following years, it is sim- 
ply not passible for Russia to 
exist," he said: 

On the GKO Issue, he said: 
“AU tbe ffnaneiat conditions 
are agreed with the Moscow 
Club of creditors and with 
non-resident investors.” He 
said terms were also being 
finalised for amusements 
for compensating domestic 
investors in CKG&and other 
securities affected by the col- 
lapse. of the rouble and a 
government debt fireeze-in 
August 


By Andean Jack b Moscow 

Picturesque dachas or 
wooden country cottages 
may provide welcome week- 
end breaks for Russia's 
urban yuppies, bed their gar- 
dens offer tow chances for 
the co un try poor to grow 
vegetables mid shield them- 
selves tram the c u r ren t eco- 
nomic crisis, a group of 
reseandxsssaid y es te r da y. 

Many comiwmtaftas argue 
that Russians su rv i ve to 
spite of the high levels of 
poverty shown to official sta- 
tistics because they grow 
their own food in fiandly- 
awned dachas that ring the' 
c oun tr y ' s tides. At a recent 
c o u fa tti ce in-Moscow, (keg 
Tbaiii. bead of the Russian 
- Market Research f-rMHimy , 
said: ‘'Dacha owners are 
starting to dig up their 
lawns to grow vegetables 


But researchers at a semi- 
nar sponsored by the Inter- 
national Confederation of 
FTee Trade Unions this week 
claimed the widespread 
belief that Russians have 


rationed to their peasant 
roots to: survive was a myth. 
. "To say that tine 10 per cent 
of Russians . .who' are offi- 
cially malnourished have 
‘survival strategies' is 
wxopg. .Both, wpql* are mis- 
nameia!** said Clarke, 
a Sbmtdpg^prtfSssor- from 
Wa rwick U ni vers a l to the 

From surveys fo"fbar Rus- 
sian cities, his team con- 
cluded that the' poorest 
-tesaseholds" do ’ not have 
mom ■jto-gR rtaflh wa hat 
and have neither the time 
nor tine money to grow thefr 
own c ro ps. 

Those who do grow food 
ten A to be richer, still spend 
cmrfdwahfo sums on buying 
food and rarely sell their 
homegrown vegetables - 
which go to rot instead. 

The researchers argued 
that the government would 
do better to encourage the 
reform of commercial agri- 
culture and provide more 
effective social mtistanre to 
the poor rather than encour- 
age and subsidise pe tt y agri- 
ctotinral production. 



Pwedonwa queue to add tbetrna 
newetodysayetbepooraetbouei 

Their interviews in 
Samara, Kemerovo, Lyu- 
bertsy and Syktyvkar also 
debunked the belief that 
many Russians have 
embraced the market econ- 
omy and survive through 
reliance on income from a 
range of informal activities, 
such as undeclared second 
Jobs. 

The researchers found that 
only 5 per cent of the urban 
populations of these cities 
was regularly involved in an 
activity other than their offi- 
cial registered jobs, and 


to a 1st fei hope of reoaMng money from a 
la do not bare acir— toagrtnWunllaad 


in Moscow. A 

Reuters 


overall it contributed just 6 
per cent of household 
income. By contrast, a quar- 
ter of households depend on 
pensions and other social 
(or more 
their income. 

They concluded that 18 par 
cent of the workers in tbe 
four cities were employed in 
the “new” private sector os 
opposed to the state sector 
or privatised companies, and 
received wages on average 
30 pea- cent higher than those 
to there other sectors. 

The team warned that 


policymakers’ hopes that tbe 
poor could survive through 
financial support from fam- 
ily and friends was mis- 
guided because such income 
was precarious and only pro- 
vided for short periods. 

Despite anecdotal exam- 
ples of workers paid in goods 
that they could re-sell to 
make additional money. Mr 
Clarke said most were paid 
only a small proportion of 
tbeir salary in kind, and gen- 
erally in oil. flour or other 
foodstuffs that they con- 
sumed themselves. 


Interest rate cut unsettles Ireland 


By John Mu rray Bro w n 
fo Dublin 

Last week's co-ordinated 
interest rate cut by the 11 
euroecne countries was, for 
Ireland's booming economy, 
"just rubbing a bit of salt to 
-the tail”, according to an 
Irish cen tral bmir official. 

Ireland bad already 
slashed rates to October and 
November from over 6 per 
cent to &£9 per emit before 
the latest announcement. 

That brought Irish rates 
close to the central bank's 
target for the year-end of A3 
per cent, to put it to line 
with what was expected to 
be the Franco-German 
benchmark at the time of 


the launch of the euro. Tbe 
additional 03 percentage 
paint cut by the core coun- 
tries to 3 per cent was small 
bear by comparison, the cen- 
-tnd bank nwici&i indicated. 

Figures released yesterday 
showed inflation at 2J per 
cent in November, down 
from 23 per cent in October, 
largely because of the fall to 
mortgage int erest payments 
following the soles of rate 
cuts. - 

However, to an interview 
with the Fytotf t f enday, 
Wim Dmsenberg, president 
of the European Central 
Bank,- made clear that 
belaud, together with Portu- 
gal and Spain, hud lwd diffi- 
culties with the additional 


cut “based on their national 
interests'*. 

The one-size-fits-all inter- 
est rate was always problem- 
atic for the Irish, at a time 
when the economy was 
growing at more than 10 per 
cent credit growth at over 
20 per cent and the growth 
to Dublin house prices dose 
to 40 per cent 

The latest cut - coordi- 
nated among all 11 members 
- could cause the govern- 
ment to rethink some of its 
fis driMlM to co me policy tar- 
gets. Estate agents estimate 
tiie rate cut could reverse 
the Impact of the Bacon 
reforms, which toduded the 
end of tax relief, on invest- 
ment property introduced to 


stifle an over-heating boos- 
ing market. 

Marian Finnegan, econo- 
mist at Sherry Fitzgerald, 
says Dublin could see the 
return of the investors who 
pulled out of the market, 
pushing up price increases 
to double digits again nmrt 
year, after slow growth in 
tbe last two quarters of 1998. 

But Brendan Walsh, eco- 
nomics professor at Univer- 
sity GoDege Dublin, says the 
external environment will 
help take sotnte^Ofti&'heat of 
tbe Irish economy — particu- 
larly the slowdown in the 
UK. Ireland's main market. 

The demographic profile is 
helping to overcome some of 
the ti g h tn«Bq to the labour 


market. Net immigration 
reached 22300. the highest 
on record in the year to 
April, as EU citizens and 
returning Irish expatriates 
relocate to take jobs to the 
booming IT and financial 
services. 

The projection going for- 
ward is good, with the 
increase in the population 
over the same period of 
44300, the largest since 1979. 

However, this week saw 
further evidence of over- 
heating. with the govern- 
ment appointed jobs commis- 
sion for the IT sector fore- 
casting a skills gap of 2300 a 
year unless new measures 
are adopted to encourage 
still more immigration. 


US envoy 
gloomy 
over 
Kosovo 

By Guy Qkanora ta Belgrade 

Chris Hill, the US mediator, 
yesterday gave a bleak 
assessment of his lack of 
progress in trying to negoti- 
ate a lasting political settle- 
ment in the Serbian province 
of Kosovo. 

Mr Hill met Madeleine 
Albright, US secretary of 
state, in Paris yesterday and 
then held talks with senior 
diplomats of the six-nation 
Contact Group, comprised of 
the US, Britain, France. Ger- 
many. Italy and Russia. 

Western diplomats in Bel- 
grade said it was possible Mr 
Hill would end his shuttle 
mission and try to move on 
U) direct talks between the 
Serbian government and 
secessionist leaders of tbe 
Kosovo Albanian majority. 

"You get to a point where 
you don't get any further by 
shuttling." one US diplomat 
commented. But be said it 
was not clear whether the 
two sides would agree to 
face-to-face talks with US 
participation. 

Mr Hill, US ambassador to 
Macedonia, has spent several 
months shuttling between 
Belgrade and Kosovo's capi- 
tal of Pristina bearing 
revised drafts of a peace plan 
that would give the province 
substantial autonomy. 

Poliiika. Serbia's main offi- 
cial newspaper, yesterday 
said the Serbian government 
had branded the latest US 
draft as "unacceptable". Kos- 
ovo's fragmented Albanian 
leadership has been unani- 
mous in its rejection. 

Delivering concessions 
that averted Nato air strikes, 
Slobodan Milosevic, presi- 
dent of federal Yugoslavia, 
agreed two months ago to a 
partial withdrawal of his 
forces from Kosovo and to 
allow international verifica- 
tion of an informal ceasefire 
and refugee returns. 

But Belgrade has since 
threatened to repeat its sum- 
mer offensive if the interna- 
tional community fails to 
restrain the Kosovo Libera- 
tion Army. Monitors fear 
renewed war in the spring If 
the Hill mission fails. 
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IN GLOBAL COMMUNICATIONS, STANDARDIZED SOLUTIONS DON’T FLY 


Enterprise information systems are. essential 
to competitiveness in multinational business. 


mission-critical supply chain transactions to web 
browsingris growing more expensive and complex, 
plus, the demand for flexible solutions to meet an 
ever-changing variety of international connectivity 
needs is increasing. So what you «ed is anetworic 
that really lets you spread your wings. 


Tile-requirements of your enterprise are unique. 
To maximize your business systems investments 
' and gain a competitive advantage, you need a 
globed specialist who can analyze-your needs and 
build the network to match. You need lafonct. 
Choosing the network that grows with you 
fnfooet has beeuthe leading supplier of managed 
-global communication solutions for 28 years. 


Leading industry analysts recommend our Don!t becaged-in bv a compromise 
services because they are delivered consistently A customized network can deliver value, perfor- 
worldwide and support enterprise applications mancc and cash savings, as 25% of the Global 1000 

such as resource planning, collaboration, already know. Truly global companies deserve a 


messaging, e-business, web-basting and 
security services. They are delivered over 
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China plans 
big push 
to reverse 
export fall 


By James Kynge in BejPng 

China has set out its 
economic strategy for 1999 
with orders to officials to 
promote exports in "a thou- 
sand and one ways', boost 
consumer demand and allow 
an “appropriate" loosening 
of monetary policy to guide 
the country through what is 
expected to be a most chal- 
lenging year. 

No formal growth target 
for next year was announced 
after the annual national 
economic work meeting on 
Tuesday, but oriicials said 
yesterday that Beijing would 
aim for a “forecast" of 
between 7 and 8 per cent in 
1999. 

It is still possible, how- 
ever, that a more definite 
growth goal could be 
released at a later date 
because high-level economic 
meetings in Beijing are to 
continue until Monday. 

The decision to break with 
tradition and set a forecast 
rather than a target - a 
ward which carries the sense 
of an order - was driven 
portly by deep uncertainty 
over next year's economic 
outlook and partly by the 
desire of Zhu Rongji, the 
premier, to eliminate 
over- reporting of growth 
rates b; local officials 


anxious for advancement. 

Officials privately 

acknowledge that the 7.2 per 

cent growth rate reported in 
the first nine months of the 
year significantly overstates 
reality. Even by official mea- 
surements. China is unlikely 
to attain the 8 per cent 1998 
growth target “guaranteed" 
by Mr Zhu in March. A full 
year official rate of roughly 
7.6 per cent was more likely, 
officials said. 

The meeting stressed the 
need to tackle China's weak 
consumer demand, which 
has led to 14 straight months 
of price deflation. The retail 
price index for November 
fell a year-on-year 2.8 per 
cent, a slight improvement 
from the 25 per cent fall in 
October, year-on-year. 

Officials have ruled out 
any big new fiscal stimulus 
packages to drive the econ- 
omy next year, though it 
may take until well into the 
second half of 1999 before a 
RMBiOObn ($l2.lbn) infra- 
structure spending pro- 
gramme, launched in 
August, is fully disbursed. 
There are signs, that the 
government is ready to ease 
monetary policy next year as 
a means to spur consumer 
demand and reverse price 
deflation. 

“The interest rate cut this 


Zhu Rangjh fearful of deefine in foreign exchange reserves 


week was a sign of the looser 
money trend for next year,” 
said one official. 

China's broad-based 142 
money supply rose 16.7 per 
cent year on year at the end 
of November, well within the 
government's target range of 
16-18 per cent 

Exports, which have fallen 
sharply since September and 
declined 9.7 per cent year-on- 
year in November, must be 
boosted by any possible 
means in 1999, officials said. 
One way would be to encour- 
age Chinese companies to 
invest more overseas, 
another was the permission 


granted to private compa- 
nies to conduct their own 
foreign trade from January 
1. 

Mr Zhu is understood to 
have told officials at the 
work meeting that China 
cannot afford to see a signifi- 
cant drop In its foreign 
exchange reserves, despite 
expectations of lacklustre 
foreign investment inflows. 
Beijing Is considering free- 
ing access to some new mar- 
ket areas, especially in ser- 
vices, to arouse interest from 
foreign Investors, officials 
said. 

There will also be consid- 


fiP 


erable emphasis laid on the 
need to preserve the coun- 
try's trade surplus, meaning 
that if exports continue to 
falter, imports may have to 
be further restricted. Many 
multinationals in China are 
already experiencing prob 
lems in obtaining sufficient 
foreign exchange from Chi 
nese banks to buy their 
imports. 

The work meeting also 
pledged to maintain the sta- 
bility of the renminbi, Chi- 
na’s currency, despite evi- 
dence that exporters are now 
suffering acutely from Asian 
competition. 


A cautionary tale of two 
contrasting Indian economies 

A* hKT^i.- — ~ 

Mark Nicholson explains why officials and economists 
are in two minds about the country's prospects 


I ndia today tells a tale of 
two economies. 

One of them is “among 
the fastest growing" in the 
world. In this rosy story, 
growth this year will be near 
6 per cent and the country 
has happily avoided the 
effects of the Asian financial 
crisis, as Atal Behari 
Vajpayee, the prime minis- 
ter. lately boasted to a World 
Economic Forum meeting 
with 'pride and satisfac- 
tion". 

India's "macroeconomic 
fundamentals continue to be 
strong," he said, outlining a 
multi-point agenda aimed at 
keeping growth levels 
between 6 and 7 per cent 
The other version, to 
which gloomier investors 
and economists are paying 
greater heed, is one illus- 
trated by figures last week 
showing exports down 5 per 
cent over the first half - and 
fully 12 per cent down year- 
on-year in October. 

It has also emerged that 
the government has already 
exceeded the borrowing tar- 
gets for the entire fiscal 
year, which ends In March. 

The true tale of India's 
economy is perhaps a bit of 
one and worry! ngly more of 
the othor. Growth of gross 
domestic product may 
exceed 5 per cent this year, a 


respectable performance 
after 18 volatile months of 
global crisis. But this is 
lower than government tar- 
gets of 6-5-7 per cent and 
economists are worried 
about a declining trend. 

They believe India may be 
flirting perilously with dan- 
ger on both its external and 
fiscal deficits, HSBC Securi- 
ties has warned clients that 
India’s fiscal position looks 
set to “deteriorate sharply”, 
adding that trade and fiscal 
deficits are "unsustainable 
at current levels". 

“The main focus of worry 
is the fiscal situation and its 
ramifications for the exter- 
nal deficit,” says Pradeed 
Srivastava, economist for 
the semi-autonomous 
National Council of Applied 
Economic Research in Delhi. 
He, like many other non-gov- 
ernment economists, 
believes Yashwant Sinha. 
finance minister, will over- 
shoot his fiscal target for 
this year of 5.6 per cent and 
is likely to end with a fiscal 
gap exceeding 6.1 per cent or 
GDP - no improvement on 
lust year's figure. 

Gloomier economists, such 
as those at HSBC, suggest 
the fiscal gap may even 
nudge 7 per cent, unless 
there is a strong second-half 
recovery in indirect tax 


receipts, already below tar- 
get But this would require 
an industrial rebound of 
which there is little sign - 
industrial output growth 
April-August fell to 35 per 
cent from 55 per cent in the 
same period a year ago. 

Meeting the fiscal target 
also requires raising the 
budgeted RsSObn (SObri) 


Exports are down 
sharply but 
growth has 
remained high 


from privatisation. But so 
far the government has com- 
pleted just one issue, of 
stock In Concor, the state 
rail freight company, sold at 
a 34 per cent discount to the 
market price and earning 
just Rs2L25bn. The sale was 
completed thanks to con- 
certed buying by state insti- 
tutions. 

Inflation also remains 
high, hovering above 8 per 
cent for wholesale prices, 
but in the range of 12-15 per 
cent for consumers. It was 
not merely rocketing prices 
for the bumble onion, but 
broader based consumer 


inflation, which fed the 
strong vote against the rul- 
ing Bharatiya Janata party 
fBJP) in recent state elec- 
tions. 

Many economists say sus- 
tained fiscal weakness will 
add further pressure- to 
India's external— bailees. 
The country’s falling - trade is 
causing concern. Latest data 
show the April-October trade 
gap at $5.8bn, up 116 per 
cent on the deficit of $2.68bn 
a year ago. Jardine Fleming, 
the investment house, 
recently warned that the 
trade deficit this year could 
exceed 5 per cent of GDP. 

Stronger invisible flows 
and other transfers, notably 
buoyant remittances from 
overseas workers, are expec- 
ted to keep the balance of 
payments at manageable lev- 
els. However, most private 
economists also believe the 
balance of payments deficit 
will rise as a proportion of 
GDP to well above the gov- 
ernment's estimate of 
around 2 per cent - Jardine 
Fleming puts the figure at 
2.6 per cent 

With a host of structural 
constraints on export growth 
- including poor infrastruc- 
ture, import tariff rates 
among the highest in the 
world, and continued protec- 
tion of export-capable small 
industries - few observers 
see much prospect of a 
return to the double-digit 
export growth which imme- 
diately succeeded liberalisa- 
tion in the early 1990s. 

So Ear. India's poor trade 
export performance has been 
saved from disaster by vir- 
tue or low global oil prices - 
India imports more than half 


of its hydrocarbons. How- 
ever, as T.N Nlnan, editor erf 
Business Standard newspa- 
per, said last weekend, while 
India’s previous external 
shocks in 1974. 1980 and 1991 
were all caused by sudden 
oil price -rises, "now, for the 
first time in 40 years, India 
could be beading for a for 
elgn exchange crisis at a 
time of historically low oil 
prices. . . This is new.” 

India’s trade difficulties 
appear to he structural, and 
the remedy may lie In fur- 
ther tariff cuts, libe ralisati on 
of small scale Industries and 
improved infrastructure. So, 
too, with the fiscal deficit 
-Real progress would -entail 
cuts in subsidies - which 
account for 14 per cent erf 
GDP - raising user charges 
for utilities, such as power, 
and sweeping reform of the 
public sector. 

Such moves would be 
politically difficult at the 
best of times. But with the 
fragile BJF-ted coalition still 
smarting from last month's 
sharp state election reverses, 
and with mounting discon- 
tent within the Hindu 
nationalist fold over some 
economic policies - notably 
the attempt to liberalise 
the insurance sector - 
these are not the best of 
times. 

This means some econo- 
mists are pessimistic. "By 
the time the world comes 
out of recession, our fiscal 
overhang is going to keep 
tugging us down,” says Mr 
Srivastava. “So we’re going 
to be stuck with 4-5 per cent 
growth rates for the next 10 
years." 


Boom in mergers and acquisitions 


By Krishna Guha In Bombay 

India is experiencing an 
unprecedented boom in 
mergers and acquisitions as 
companies restructure to 
face competition, according 
to a new study by the 
country's stock market regu- 
lator. 

There wore more takeover 
bids in the first nine months 
of the current financial year 
than In cither of the preced- 
ing two years, the most 
active on record. 

There were 46 public 
offers, says the study by the 
Securities and Exchange 
Board of India (5obJ>, and 
although this is small by 
international standards, it 
marks a significant accelera- 
tion In the pace of India's 
industrial restructuring. 


"This is happening very 
quietly," said D.R. Mehta, 
chairman of Scbi. "Compa- 
nies are reshaping them- 
selves in this competitive 
environment." 

The Sebi report does not 
declare the value of the 
deals. However, it estimates 
that acquiring companies 
have paid a total premium of 
about Rs34bn ($800ml to 
shareholders of target com- 
panies so far this decade - 
much of it in the last two 
years. 

"This is the benefit to the 
investor." said Mr Mehta. 

The spate of restructuring 
provides good business for 
management consultants 
and offers a glimmer of hope 
for investment banks, dis- 
mayed by the slow progress 
of privatisation and waning 


interest of portfolio inves- 
tors. 

“There Is more [corporate 
advisory] business than I 
can handle." said the head of 
one investment bank in 
Bombay. 

Mr Mehta said most take- 
over deals in India were 
friendly, but there were 
early signs of a more aggres- 
sive acquisition culture 
developing. People had gone 
to the market with hostile 
bids, he said. 

In the past year two land- 
mark hostile bids - an 
unsuccessful bid by Sterlite 
Industries for aluminium 
company Indal and a suc- 
cessful bid by India Cements 
for Raasi Cement - sent 
shockwaves through India's 
business community. 

A farther five hostile bids 


are currently under consid- 
eration by regulators and 
the courts. 

The Securities and 
Exchange Board found a big 
increase in the number of 
agreed transfers of equity 
between promoters or foun- 
ding shareholders - often 
inspired by a desire to con- 
solidate control and prevent 
a hostile approach. 

While the impetus for 
asset sales is rising competi- 
tion and slowing domestic 
growth, the process of acqui- 
sition has been eased by a 
new takeover code, intro- 
duced in February last year. 

"It is a much simpler pro- 
cess now, almost automatic," 
said Mr Mehta. “From our 
side the code is likely to be 
further liberalised.” 

However, be said, too 
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many bids were still tied tq> 
by litigation, which the regu- 
lator is powerless to prevent 
“The moment there is a hos- 
tile bid the effected party 
goes to the courts." 
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Thailand 
power 
plant 
clashes 
hurt 70 

By Ted Banfacke fa Bangkok 


Bloody . clashes between, 
police and demonstrators 
protesting. the con- 

struction of three new power 
plants left at least 70 people 
injured along Thailand's 
znain north-south motorway 


The protesters' blockade of 
the motorway was ended 
later, yesterday after a cabi- 
net minister promised that 
the plants - among the 
country’s first, privately 
owned electricity generating 
stations and worth over $2bn 
- would not be built. 

The dashes are a worrying 
sign for the government, 
which is facing mounting 
rural discontent over fallin g 
commodity prices, a per- 
ceived lack erf attention from 
the central government and 
disregard for enviro nment al 
protection regulations. 

The new coal-fired power 
plants were due to be built 
in Prachuab Khiri Khan 
province, south of the resort 
town of Hua Bin, by Gulf 
Electric, a consortium of 
Edison- Mission Energy of 
the US, Thailand's Lamia 
Lignite and Sia m Ci ty 
Cement, owned by Switzer- 
land's Holderbank; and 
Union Energy, a consortium 
of Thailand’s Saha Union, 
the Japanese group Toman 
and Imatran Voima Oy of 
Finland. 

Residents in the area fear 
a duplication of the situation, 
near the Mae Mob coal-fired 
plan t in northern Thailand , 
where villagers have suf- 
fered from long disease, 
birth defects and soil and 
water contamination. 

Thousands of villagers 
began gathering on Tuesday 
in this provincial capital 
after several government 
agencies reft&etf tdVheax 
their complaints about the 
plants. -. 

On Wednesday, still get- 
ting no response, they began 
to block the motorway and 
were subsequently- con- 
fronted by about 3,000 police, 
who drove transport trucks 
into the crowd. 

They lifted their blockade 
late yesterday after the dep- 
uty interior minis ter, Pinit 
Charusombat,; who. has 
responsibility for land issues 
but not energy policy, said 
he would not allow the 
power plants to be built 

Local police- claim that 
some village environmental 
groups had been paid by the 
companies not to oppose the 
power plant projects, which 
led more residents to take an 
interest in the situation and 
spurred on the protests. 

A protest leader, Chin tana 
Keakoa, said she did not 
believe the government's 
assurances but wanted to 
prevent violence. 

1 don’t believe the govern- 
ment will really scrap the 
plants, bnt at this moment I 
prefer to break up the crowd 
in order to avert violence 
and save lives,” she said. 

When the protests began 
on Tuesday demonstrators 
hacked by environmental 
groups burned effigies of 
Chuan Leekpai, the Thai 
prime minister and other 
senior government officials. 
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bond issue 








By Edimd Luce, Cnpaal 


Malaysia yesterday became 
the first Asian country to 
issue a bond guaranteed by 
the Japanese government 
under a USISObn aid plan 
designed - to enable south- 
east Aslan governments to 
tap the international debt 
markets. 

The Y6ff.fibn (USSSTOm) 
bond, which -was arranged 
by ' Nomura Securities and 
Sumitomo; was . Malaysia’s 
■first visit to the 'interna^ 
tional 'bond markets. The; 
bond was issued through a 
special purpose vehicle 
called Kris, after the tradi- 
tional Malay ceremonial dag- 
ger. 

Proceeds from the bond, 
which is part of a US$2. 6bn 
Japanese aid package for 
Malaysia, will be converted 
into a loan which is expected 
to help Malaysia to recapital- 
ise its troubled banking sec- 
tor. 

. Analysts, say the offering 
marks a departure for Mal- 
aysia and- other Asian gov- 
ernments because it was 
guaranteed by both Malaysia 
and Japan’s ministry for 
international trade and 
industry. 

The dual guarantee, which 
covers 99 per cent of the 
bond’s interest and principal 
payments, will almost cer- 
tainly enable the issue to 
achieve a AAA credit rating 
from Moody’s Investor Ser- 
vices in spite of the fact that 
the rating agency recently 
downgraded Japan. 

Malaysia, which has a rat- 
ing of Baa3, the lowest rang 
on the investment grade lad- 
der, would have been com- 
pelled -to pay A much higher 
rate of interest on the bond 
if it had come to the markets 


without Japan’s guarantee. 

Thailand, which earlier 
this year launched a bond 
with a partial guarantee 
from the World Bank, is also 
planning to launch a YTObn 
bond with a Miti guarantee 
in January. 

The bond is part of the 

USSSObnMiyazawaaidpack- 

- age announced in October by 
-the! Japanese finance minis- 

- ter. The plan was devised to 

help south-east Asian gov- 
amments . -raise foreign 
exchange to comp en sate for 
their virtual exclusion from 
the international bond mar- 
kets. The package will 
include direct loans, guaran- 
teed bonds and trade credit 
guarantees. 

Yesterday’s bond issue, 
which bad a coupon of 2.2 
per cent and a maturity of 
seven years, follows the suc- 
cess of a Slbn 10-year. bond 
offering by China earlier this 
week. 

Although China had no 
Immediate need of the capi- 
tal, gffiriaiB ssjKl it wished to 
demonstrate its ability to 
raise hem-guaranteed finance 
In the international capital 
markets. Other Asian gov- 
ernments, including the Phi- 
lippines and South Korea’s, 
export-import bank, plan to 
issue non-guaranteed dollar 
bonds in the .near future. 

The Asian Development 
Bank and the World Bank 
plan to step up their use of 
partial guarantees for Asian 
borrowers in the next few . 
months. Both have stressed 
that the use of such guaran- 
tees is limited by their rela- 
tively high cost in terms of 
the amount of capital needed 
to be put aside against the 
possibility of default 

International Capital Markets, 
Page 30 . 
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B^ngl^dcsh to no members 

get new bank 
for small loans 


on new 


By RotaS Jaggland,- 
David Chazan in Dli&a. 


A leading Bangladeshi 
agency providing small 
loans to the very poor is to 
launch a commercial bank 
early next year to fund 
small-scale e ntrepreneurs. 

BRAG, one of the worid’s 
largest non-governmental 
organisations (NGOs) provid- 
ing microcredit and other 
services to those beyond the 
reach of commercial lending, 
is. according to its founder 
and head, Fazle Hasan Abed, 
getting permission to set up 
a chartered bank. 

“It will be a commercial 
bank," Mr Abed said" yester- 
day. “The World Bank’s pri- 
vate-sector funding arm, the 
IFC, will invest, and one or 
two European banks." 

The move, a first among 
the NGOs that provide a 
large proportion of Bangla- 
deshi services, could also 
provide a boost for the mori- 
bund stock market. "The 
sponsors would have half 


the shares and the rest 
- would be floated on the mar- 
ket,” Mr Abed said. 

Bangladesh's microcrecQt 
agencies, which typically 
provide loans of between $20 
and $100 to women among 
the GO per cent of the popula- 
tion whose income is below 
the poverty line and cannot 
provide collateral, have been 
hit hard by the recent floods, 
the worst this century. 
BRAC, which usually makes 
a 2-3 per cent return 
on its microcredit lending, is 
heading for a 1 per cent defi- 
cit this year on loans of 
$220m, according to Mr 
Abed. 

Grameen Bank, another 
pioneer cf raicrocredit, this 
week secured $20m of fund- 
ing from the central bank at 
8 per cent, to be repaid In a 
year, to bolster its lending to 
the poor. 

BRAC hopes to repeat its 
long-term success with the 
very poor for the less poor, 
and provide a much-needed 
economic stimulus. 


Japanese 
unable to 

By Mictuyo Hakamoto in Tokyo 


property agency 
spend its money 


A government body 
entrusted with buying 
unused property to stimulate 
the Japanese real estate mar- 
ket has spent less than a 
third of the funds it is expec- 
ted to use by the end of the 
fiscal year in March, the con- 
struction ministry says. The 
Organisation for Promoting 
Urban Development (OFUDJ 
has used Y463bn ($35bn) of 
its Yl,500bn fund. 

Revitalising the real estate 
sector is considered crucial 
for Japan's economy. A sig- 
nificant proportion of Japa- 


nese banks' problem loans 
have real estate as coUateraL 
Banks have taken mea- 


sures to write off some of 
their problem loans, but the 
underlying real estate is 
often unused. In Tokyo, 7J. 
per cent of real estate is 
under-utilised or not. used at 
an, according to OPUD. 

OPUD is supposed to buy 
such properties, mainly in 
urban areas, until a devel- 
oper Is found to redevelop 
them. But owners' reluc- 
tance to take a loss and 
problems caused by multiple - 
claims have stymied OPUD's 
operations. 

"There are hardly any 
properties that are com- 
pletely dean,” says Shmchi 
Masada, a manager at 
OPUD. ’‘Even if the owner- 
wants to sell, - hanks might 


be reluctant and there may 
be people in the budding on 
the property unwilling to 
move. There are some very 
scary people too he says, 
referring to the many gang- 
sters who own problem prop- 
erties. 

OPUD has been given until 
next March to buy the prop- 
erties at market value, 
which it most offload within 
10 years of purchase. Before 
it can buy any property, 
however, it is required to 
find a developer willing to 
buy the property from It at 
book value wi thin 10 years. 
Of the 91 properties OPUD 
has acquired since 1994. only 
18 have been 'developed so' 
far. 
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IRIDIUM SUPPLIER UNTIE TO DELIVER HANDSETS 11 FURTHER SETBACK TO $56n LAUNCH 


Technical problems hit launch of global mobile phones 


By Christopher Price 

Iridium, the world's -first 
hand-held satellite phone 
operator, which was forced 
to delay its launch by a 
month in. October, has suf- 
fered a further setback: one 
of its two handset suppliers 
is unable to deliver any tele- 
phones because of technical 
problems. 

There have also been 
delays in the handsets from 


the other manufacturer 
reaching the ratfoi&fr.gpeite 
tors in countries which sell 
the Iridium service. ~ 

The result, she weeks after 
the SShn iridium service was 
officially launched, isfoat 
limited supplies of phones 
have tm3y Just »oue-on sale 
in much of Europe and the 
US. according to cellular 
phone dealers, and Iridium's 
service p artners. 

However. Orange. Iridi- 


um's only UK sendee pro- 
' -rider, said yesterday that it 
would not start selling the 

service until the beginning 

of February because of the 

ftafay s in Tp rjw viu g handsets. 
It that an unspecified 

number of orders' had been 
received. ■■ 

Iridium, Which is based in 
Washington, said software 
problems , in the . complex 
handsets, being experienced 
by Kyocera, the Japanese 


tele communications equip- 
ment -manufacturer, were 
partly to blame.. 

Iridium said that the poor 
sales were due to supply dif- 
ficulties and not io customer 
Indifference to the service, 
which allows phone ealls to- 
be made or received virtu- 
ally anywhere In the world. 
"Demand tor exceeds sup- 
ply,” the company said. The 
telephones . sen tor around 
*3,000. 


In addition. Motorola, the' 
US electorates -group and a 
significant .shareholder in 
Iridium, has shipped 10.000 
handsets since the service 
launched an November l, 
although it could not say 
bow many had arrived with 
retailers.; 

BearOom, the biggest tele- 
coms reseller in the US, said 
it had sold 200 handsets, 
with a further 100 orders to 
be completed. “There have 


been problems with supply, 
but the handsets are begin- 
ning to come through now/ 
the company said. 

However. The Car Phone 
Warehouse, one of the larg- 
est UK phone retailers, said 
that iridium bad postponed 
the delivery date of the 
handsets at least twice. It 
did not know when it would 
finally receive a delivery. 

Iridium has budgeted an 
advertising and marketing 


campaign worth $]40m in its 
launch year to publicise the 
service and build the Iridium 
brand: Its target markets 
include business travellers 
and offshore industries. 

This latest setback comes 
after a series of mishaps for 
the fledgling satellite mobile 
phone industry. In the sum- 
mer, ICO Global Communi- 
cations. a UK-based operator 
hoping to launch a rival ser- 
vice to Iridium, had a disap- 


India's $1 bn defence contract emerges 
from bureaucratic thicket - after 1 2 years 


Politics and officialdom have long stymied 
the Indian air force's pressing need for a 
new trainer jet, reports Mark Nicholson 


roiu-riv a?"" 

pend its af 
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F ew air forces in the 
world have a more press- 
ing case for the purchase 
of a new fast jet training air- 
craft than India’s. Since 1991. 
more than 172 jet fighters 
have crashed, during train- 
ing, most of them MiG-225, 
killing more than 60 young 
pilots. India's air force loses ' 
4 aircraft for every 10,000 
hours flying time, against 
0.21 for the British air farce. 

But despite these appalling 
figures, few among the Brit- 
ish, French and Russian 
companies at India’s interna- 
tional airshow this week 
grew unduly excited when 
George Fernandes, defence 
minis ter, promised his gov- 
ernment was about to award 
a tibn-plufi contract to pur- 
chase a new advanced jet. 
trainer (AJT). 

The reason is that India 
has been negotiating- with 


British Aerospace and Das- 
sault, its French rival, for 
more than 12 years. The 
delay is not, app aren t ly , dne 
to lack of money, *1 don’t 
think there are any budget- 
ary constraints where 
defence- is concerned, 1 * Mr 
Fernandes said. Instead, it 
appears a question of 
bureaucracy - India is 
slower fih am most countries 
to digest and process defence 
deals - and, particularly, 
politics. 

With ode • exception. 
India's three armed services 
have largely gone without 
major foreign arms pur- 
chases for at least a decade - 
the exception being the $lbn 
order of 48 Russian-made 
Su-30 multi-role fighter air- 
craft In 1996. Part of the rea- 
son goes back to the previ- 
ous biggest anus deal, the 
purchase of Before artillery 


NE WS DIGEST 

LEADER OF WORLD TRADE BODY 

WTO members fail to 
agree on new director 

World Trade Organisation members yesterday faded to 
agree on a new director general to trta over next May 
from Rena to Ruggiero of Italy. Another round of cpnsuita- 
ttans will take place over the doming weefc but no 
sion is now expected until early next year. 

The two trade diplomats In charge of soupdlng out^ t> 

rnembers 1 views have appaenhy made 'Dtfle hewiwtay : ” 
since last week in identifying a consensus oo one of the „ 
four candidates. In particular, the US and' EuropeariUnion . 
have still not made up their minds whom to support : * 

Several countries yesterday called on Cefcso Lafer of Bra- 
zil and William Rosier of Switzerland to makekhoton the - 
results of their consultations so far, which would enaWe 
horaetrading to begin. Egypt and Pakistan have cafled for ? 
a vote if consensus fe not achieved by a fixed <ratef-~but 
this is strongly opposed by other WTO members which; 
befieve voting would be dhfafreV AH five heeds of the WTO 
and Gaft its predecessor, were chosen by consensus. 

The four candidates are Hassan Abuyoub, former 
Moroccan trade minister, Roy MacLaren, former Canadian 
trade minister, Mike Moore, ex-premier of New Zealand 
and Supachai Panftchpakdl, ThaflandTs deputy prime min- 
ister. Frances WiRiaivis, Geneva 


DATA PROTECTION •_ 

EU seeks US concessions 

The US needs fo offer greater concesmonato meat EU . 
concerns about data protection tf the two sides are to 
reach an agreement to aBtiw persona! information to flow 
ff^ across foe Atlantic, a European Commission official 
said yesterday. “The US needs to do a bit more," said the 
official. “Our assessment of the situation is that there Is 
more improverwnt needed and more darffleation US 
principle®." Negotiators from foe EU and the US are trying 
to find a way to bring US data protection arrangements up 
to foe standards of a new HI law that came into effect in-: 
October. The law empowers national data protection regu- 
lators to halt exports of personal data to countries which 
they judge do not have adequate protection arrangements. 
The US currently falls into this category, but Is working on 
a system under which companies would voluntarily sign 
up. Emma TUdoer, Brussels 


ECUADOR AND PERU 

Peace deal may triple trade 

Trade between Ecuador and Peru could double or.eyen .tri- 
ple to $900m over foe next two or three years, foitowmg 
October's peace agreement between the two couitries 
which ended a 56-year border dispute, accortflng to busi- 
nessmen. - 

“Lifting customs duties is the indispensable prerequisite 
to double trade next year, which Is totally feasible,* said 
Luis Maldonado, president cif Fedaxpor.'an Ecuadorian - 
exporters’ organisation. _ . . ■ 

A border int e gration treaty, forming part' of foe overall 
peace deal and commiWng foe two countries to HberaBse. 
trade, was ratified by Ecuador’s president Jamil Mahuad 
this week. Agreement on ending the duties could be 

reached In as Gtfle as 90 days. Justine Nevraome, Quito 


E EjffOPE MARKETS TtOODED* , 

EU cuts pork subsidy 

The European Union hasbafved its export refunds on pork 
to 10 countries after foe Czech Repubflc and Hungary said 
the EU had been flooding their markets with cheap meat, 
foe European Commission said. . 

The cut in the subsidy would apply to BJ pork exports 
destined for Poland, Lithuania, Latvia,. Btrfgaria, Estonia, 
Hungary, foe Czech Repubfift SIcwakla. Ifomarta and Stov. 
veria The refund tor carcasses and main cuts Would ran 
to 20 Ecus per 100 kfl from 40 Ecus while foe refond for - 

porit bellies would drop to 13 Ecus per 1(» kg from 25 

Ecus, it said. Reuter, Brussels 


from Sweden in the late 
3960s — 5Q r ^fa m n n n riw al in 
whfcb allegations of ‘Trick- 
backs" received by the then 
Congress gover nm ent helped 
bring down Rajiv Gandhi's 

fyw wiiynpn i. • 

Bureaucratic caution and 
political wariness since has, 
in the eyas of many Indian 
defence analysts, helped 
leave the armed services 
ondereq nipped for. more 
thana decade. 

T he question at Yela- 
hanka airbase outside 
Bangalore this week was 
whether the rising air force 
death toll, and Mr Fer- 
nandes’ reputation for raring 
the most ardent rfmwp kw of 
the armed forces of any 

ripfarw-o minteter XU decadfiS, 

■ might finally overcome such 
caution. 

“No timeframe has been 
fixed,” he said assuringly, 
'font we have had discus- 
sions at various levels and 
matters have now readied a 
point where only a decision 

■ ■ ■■ 1 — — ’ — 1 l 

Australia 
forecasts 
boost for 
tourism 

fey .Uia Murray is Sydney 

Growth in tourism from 
Europe and the US wM off- 
set a decline in foe number 
of Asian tourists virifoig 
Australia, accarding to new 
forecasts. 

Tbe Tourism Forecasting 
Council predicted the num- 
ber of visitors to Australia 
would grow by. an annual 
average of nearly 6 per cent, 
reaching 7.7m in 2097. 
Among Australia’s tradi- 
tional markets, the UK Is 
expected to grow at about 6A 
pm- cent annually, contribut- 
ing just over 1.6m visitors, 
while foe North American 
market with an average 
annual growth rate of 4^ per 
cent would . contribute 
6LLQOO visitors. 

Driving foe trend were 
favourable exchange rates, 
increased tntematicsial expo- 
sure as a result of Sydney 
hosting foe 2000 Games and 
a general promotional shift 
back to traditi o nal western 
markets, said industry lead- 
ers. 

China Is shaping up as 
Australia’s largest potential 
market with 45 per cent 
growth forecast for 1999. 
Central to this, Australia is 
in foe process of gaining 
“■approved destination sta- 
tus" from the Chinese gov- 
ernment which would allow 
Chinese citizens to holiday 
in Australia. 

The 2000 Olympics, how- 
ever, are expected to be a 
bigger draw for European 
and North American mar- 
kets. Between 1997 and 2004, 

I foe Games are expected to 
deliver an additional i.6m 
visitors to Australia and gen- 
erate $&lbn. 

The forecasts were sup- 
ported by official figures 
published last. week, -which 
[ showed visitor nights spent 
in Australia by US residents 
j jumped' by nearly one 
third. ■' • 

!' Visitor nights from foe UK 
. also recorded strong growth 
of nearly 20 per cent, whDe 
expenditure by both groups 


The shift in promotional 
focus was , prompted by 
recent. Aslan economic, tur- 
moil . which, slashed foe 
region’s inbound tourism. 
But Asia still offered the 
greatest longterm potential 
of Australia's source mar- 
kets, said. John Morse, mate 
aging director cif foe govern- 
ment's Australian Tourist 


While total visitor num- 
bers from Asia fill by about 
25' per cent in foe.1998 first 
haft foe industry expected 
key- regional . markets to 
return to growth within 
foe . next, two years, he 
said..' 


has to be made. 1 * 

Western trade representa- 
tives said they took this to 
mean that Mr Fernandes 
would, for. foe first time, 
institute a formal- bidding 
process for foe jet trainer 
programme. “In 12 years 
we've had only ODe interim 
price negotiation.” said one 
western official. “Now it 
looks like we may finally be 
looking at a formal competi- 
tion after 12 years of consid- 
eration." 

BAe is offering its Hawk- 
100 twin seat trainer and 
Dassault a similarly config- 
ured Alpha Jet. Also in the 
running- is a recent con- 
tender, MiG-Mapo, which is 
selling its prototype MIG- AT 
trainer. All three have 
offered licensed manufactur- 
ing in India of their jets on 
winning the deal. Dassault's 
offer is the first it has made 
anywhere. - 

Tbe Hawk Is widely 
believed to be foe air force’s 
preferred choice, and is the 
most widely used of tbe trio. 



Bab's Hawk tremor jet, t wou rtto with tndta 1 * air tores. Is rivoBod by Dsusutt's Alpha and the MiO-AT 


BAe has recently concluded 
deals with foe Australian, 
Canadian and South African 
air forces to supply the 
Hawk, 750 of which are to 
service with 17 air forces. 
The Hawk also uses a modi- 
fied version of the 
Rolls-Royce Ad our engine, 
already being built in India 
for foe air force's existing 
Jaguar fleet. 

The Alpha jet meanwhile, 
has not been built for eight 


years, though Dassault says 
there are more than 500 in 
service worldwide. Tbe MiG 
is the least tried, having 
only begun tests in 1999 - 
but like most Russian arma- 
ments would be relatively 
cheap. MiG-Mapo is suggest- 
ing a price of around J12m a 
jet India is seeking, at first 
around 66 trainers. 

But even if Mr Fernandes 
is able to bring the delibera- 
tions to a decision - and 


many doubt whether the 
fragile Bharatiya Janata 
party coalition government 
will be brave enough to 
award a Si bn defence deni - 
politics may again intrude to 
determine the choice of sup- 
plier. This time, however, it 
is likely to be the politics of 
India's foreign relationships 
following its nuclear tests in 
May. 

Neither France, Britain 
nor Russia imposed sanc- 


pointing public listing after 
the US group suffered a fail 
lire oT one of its satellites. 

Thin whs fullmved by the 
destruction of almost n fifth 
af the satellite constellation 
belonging to Globalstur, 
another rival operator, 
shortly after Jaunrh. Then, 
in September. Iridium 
announced the postpone- 
ment of its service opening 
for a month because or tech- 
nical difficulties 


tions on India after the 
blasts. But tbe Indian gov- 
ernment has perceived each 
country’s reaction to India’s 
nuclear adventure quite dif- 
ferently. The giiverumeut 
haslahen a dim view of what 
it saw as a hardline anil neg- 
ative miction from tbe UK. 
By contrast. Alai Behan 
Vajpayee, the prime minis- 
ter. stopped off tor what was 
reportedly a very cordial 
series of meetings in Puns 
recently, on his way liume 
from addressing the UN Gen- 
eral Assembly. 

Meanwhile, Yevgeny Pri- 
makov. Russia's prime min- 
ister, is due to arrivT in 
Delhi later this month, 
among other things to sign a 
10-year extension to u long- 
standing defence co-opera- 
tion agreement. 

Russia, India's old Cold 
War ally and desperate for 
markets for its arms, has 
already promised a senes of 
joint weapons programmes, 
and confirmed plans to sup- 
ply two nuclear power plants 
to India shortly after Delhi's 
test blasts. Since polities has 
effectively held up the deci- 
sion on one of India's most 
pressing defence needs, it 
might not be surprising if 
politics also determined its 
outcome. 
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BRITISH LEGAL SYSTEM GENERAL CLAIMS JUDGE DID NOT DISCLOSE CONNECTION WITH HUMAN RIGHTS GROUP 


MADRID NO CHARGE OF GENOCIDE 


Lords to reconsider immunity ruling ‘Terrorism is 


By John Mason and 
Andrew Parker In London 


The House of Lords, the 
UK's most senior court, will 
next Tuesday consider over- 
turning its landmark ruling 
that General Augusta Pino- 
chet does not have immunity 
Tram prosecution. 

In a move without prece- 
dent in English legal history, 
the law lords last night 
agreed to hear a petition 
from the former Chilean dic- 
tator's lawyers that the rul- 
ing should be overturned 


and a fresh hearing held in 
front of a panel of different 
judges. 

The government, mean- 
while. yesterday sought to 
limit the damage to Anglo- 
C bilean trade following 
Britain's decision to clear 
the way for the extradition 
of Gen Pinochet to Spain. 

Jack Straw, home secre- 
tary. authorised the start of 
extradition ‘ proceedings 
against Gen Pinochet on 
Wednesday. Although Mr 
Straw said Gen Pinochet 
should not be tried for the 


offence of genocide, Baltasar 
Garzon. the Spanish investi- 
gating judge pursuing the 
case, maintained the charge 
in a formal indictment 
issued yesterday. 

The move by the House of 
Lords follows the discovery 
that Lord Hoffman, one of 
the five judges involved, had 
failed to disclose his connec- 
tions with a charity run by 
Amnesty International, a 
human rights group 
Involved in seeking Gen 
Pinochet's extradition to 
Spain. 


Any decision to overturn 
the original decision, which 
denied Gen Pinochet immu- 
nity from prosecution as a 
former head of state, would 
be without precedent and 
widely regarded as an 
extraordinary legal embar- 
rassment. 

“It would make the 
English l ^p«l system a com- 
plete laughing stock 
throughout the world." one 
senior QC said. 

It would also throw into 
uncertainty the fate of Gen 
Pinochet. A new panel of 


judges could bring in. & dif- 
ferent verdict on whether he 
is entitled to immunity as a 
former head of state. Such a 
ruling would enable Gen 
Pinochet to return to Chile 
immedia tely. • • r • 

Next week’s bearing, in 
front of five law lords, is 
expected to last two days, 
with their ruling following 
soon after. Lawyers for both 
Gen Pinochet and the Span- 

jab government are expected 

to argue their cases. 

Yesterday Robin Cook, for- 
eign secretary, and George 


Robertson, defence secre- 
tary. wrote to thei r Chi lean 
opposite numbers stressing 
their desire to maintain 
strong relations between the 
two countries. 

However, the UK defence 
manufacturers association 
warned that Britain risked 
losing lucrative contracts 
of the affair. 

Ministr y of Defence offi- 
cials also acknowledged the 
gravity of the diplomatic cri- 
sis by comparing It to the 
Gulf war and the Falklands 
conflict 


trial in Spam 


By David White In Madrid 


CHILEAN RIGHT POLITICIANS AND BUSINESS REMAIN LOYAL 


MERCOSUR SOVEREIGNTY ‘ESSENTIAL FOR CONDUCT OF RELATIONS* 


Pinochet case dominates 


General’s plight blamed 
on socialist conspiracy trade group summit 


By Imogen Mark in Santiago 


Chile has not seemed so 
polarised since the military 
coup led by General Augusta 
Pinuchet in 1973 unleashed 
years of violence and repri- 
sals. 

The private sector and the 
political right feel shocked 
and betrayed by the gener- 
al’s arrest, and they blame 
an international socialist 
conspiracy. Chilean Social- 
ists. led by Ricardo Lagos, 
have undermined the gov- 
ernment's efforts to get the 
general released, they say. 

Thu Chilean stock market 
on Wednesday said it all. 
When news came through 
that the British home secre- 
tary would allow extradition 
proceedings against Gen 
Pinochet, the IPSA index of 
leading stocks immediately 
fell. 

“1 think the market inter- 
prets a political event as 
having economic implica- 
tions and the IPSA is antici- 
pating them." said Guillermo 
Villaseca. president of the 
Tanner brokerage group. 
Some foreign Investors 
would put plans on hold for 
a month or two, he said, in 
case there were violent reac- 
tions from the general's sup- 
porters that could lead to 
reprisals by the left 

In the longer term, the 


damage could be more seri- 
ous. according to Pablo Zala- 
quett. president of Genera- 
cidn Empresarial. a 
business-with-ethics organi- 
sation. “If [Gen] Pinochet 
doesn't come back, and 
Lagos is elected [in next 
December's presidential elec- 
tions], the business commu- 
nity won't make life easy for 
him." If Lagos wins, says Mr 
Zalaquett. Chilean investors 
and entrepreneurs will move 
their money out of the coun- 
try - “and not only because 
there are great opportunities 
in Brazil or Mexico or Argen- 
tina". Business leaders have 
streamed to London to see 
Gen Pinochet. 

Mr Zalaquett explains: 
"You have to understand 
Pinochet In the context of 
Latin America in the 1970s 
and 1980s. He did a lot for 
the country, including ethi- 
cally - he wasn’t corrupt, he 
surrounded hims elf with the 
best people. He did a lot for 
poor people - it wasn't a 
case of economic progress 
only for a few. Pinochet's 
achievements are the great- 
est among all the other mili- 
tary governments of that 
period." 

But, asks Sebastian 
Edwards, a Chilean econo- 
mist based in California, 
how long can the Chilean 
right continue seeing sup- 


port for Pinochet as proof of 
support for a free market? 
*Tve been surprised by the 
strength of the loyalty of the 
private sector and the politi- 
cal right to Pinochet." he 
says. "I thought he was an 
anachronism, but this is re- 
dividing Chile along lines we 
thought had long been lost 
in the country's history." 

The Chilean left has 
matured, he says. "It is will- 
ing to accept that many 
aspects of Pinochet’s legacy 
- the economic reforms, the 
modernisations - are very 
positive." 

There are many profes- 
sional 30-somethings like Mr 
Zalaquett who grew up dur- 
ing Gen Pinochet’s regime, 
but who have studied and 
lived outside Chile for a few 
years, and can look at its 
past more objectively than 
their elders. 

But for older generations 
of the general's supporters, 
the long campaign by 
human rights activists 
shows “there is no spirit of 
true justice [in them] but 
only hatred and vengeance” 
and leftwing politicians have 
adopted the "attitude of vic- 
tims", according to a decla- 
ration published yesterday 
by a group of businessmen 
and other supporters, called 
the "committee for the hon- 
our and dignity of Chile". 


By Geoff Dyer in Rio to Janeiro 


The fate of Augusto 
Pinochet, the former Chilean 
dictator, continued to domi- 
nate proceedings yesterday 
at the presidential summit of 
Mercosur, the South Ameri- 
can trade group. 

Eduardo Frei, president of 
Chile, reiterated that his 
government would use all 
legal means to secure the 
release of Mr Pinochet. “We 
energetically reject his 
arrest which Is a flagrant 
abuse of Chilean sover- 
eignty," he said. “We are 
defending principles of inter- 
national law, not individu- 
als." 

A declaration signed by 
the Mercosur beads of state 
said national sovereignty 
was essential for the conduct 
of international relations. 
However, after objections 
from Brazil, a compromise 
statement drew short of 
directly criticising the Brit- 
ish government’s decision to 
start extradition proceedings 
against Gen Pinochet 

Yesterday’s compromise 
declaration an human rights 
backed the Chilean position 
about national sovereignty 
by criticising the “unilateral 
and extra-territorial applica- 
tion of national laws". How- 
ever, it added: “The leaders 
support the progressive 



President Cardooo of BrazS: 
refused public backing for 
efforts to release Gen Pinochet 


development of of interna- 
tional norms on the criminal 
responsibility of individuals 
who commit crimes of inter- 
national transcendence." 

The Pinochet dispute has 
distracted attention from the 
slow progress on further 
trade liberalisation between 
the Mercosur countries, as 
economic growth in the 
region begins to fell sharply 
In the wake of th*» interna- 
tional economic crisis. - 

Mercosur consists of Bra- 
zil, Argentina, Uruguay and 
Paraguay. Bolivia and Chile 
are associate members. 

The Pinochet case became 
a political minefield for Mer- 
cosur after Mr Frei pushed 
for a strong statement of 


support from the group. 
However Fernando Henrique 
Cardoso, Brazil’s president, 
who was an exile from his 
country's own military dicta- 
torship, refused publicly to 
back efforts to release Gen 
Pinochet “I reject all dicta- 
torships and dictators," was 
all he would say yesterday. 

Although tiie creation of 
Mercosur has led to a dra- 
matic rise in trade in what 
was a heavily protectionist 
region, the financial crisis in 
Brazil, which has sent the 
region’s largest economy 
into recession, has prompted 
a growing number of dis- 
putes between the trading 
partners, notably between 
Brazil and Argentina 

In the most notable suc- 
cess of the summit, Argen- 
tina and Brazil agreed on a 
new trade regime for the car 
industry, which has pro- 
voked disputes within Mer- 
cosur and which has been 
criticised by the US and the 
European Union. 

The two countries agreed 
to apply a common external 
tariff of 35 per cent on car 
imports - Brazil currently 
charges 49 per cent and 
Argentina 33.5 per cent Cars 
manufactured in Mercosur 
should have 60 per cent local 
content and automotive 
parts will have a 14-18 per 
rpnt import tariff. 


Prospects for trying Augusto 
Pinochet in Spain now rest 
mainly on charges that 
Tinman rights abuses during 
his 17-year rule in Chile cam 
-be classified as “terrorism” , 
according to Spanish legal 

experts closely involved in 
the case. 

This follows the failure of 
attempts to establish the 
main charge against the ex- 
dictator as “genocide”, in the 
bid to have the former dicta- 
tor extradited from Britain 
to Spain. 

In letting extradition pro- 
ceedings go ahead on 
Wednesday, Jack Straw, UK 
h o m e secretary, specifically 
ruled out the grounds of 
genocide while accepting a 
series of other charges. 
These were “offences equiva- 
lent to UK offences of 
attempted murder, conspir- 
acy to murder, torture, con- 
spiracy to torture, hostage- 
taking and conspiracy to 
take hostages". 

This means in principle 
fh«t if Gen Pinochet eventu- 
ally goes to Spain after the 
expected series of UK court 
hearings, he cannot be tried 
.for genocide as the Spanish 
case has argued so far. 

An extradited person can 
be tried only for offences 
cited in the extradition deri- 
sion. 

However, Baltasar Garzdn, 
the Spanish investigating 
judge pursuing the case, 
maintained the genocide 
charge in a 285-page formal 
indictment issued yesterday. 
The legal experts said this 
was aimed at keeping 
options open, especially if 
there were a move cm extra- 
dition to Chile instead of 
Spain - in this case, the 
genocide charges might still 
apply. 

The definition issue is cru- 
cial for a Spanish court to be 
deemed competent under 
Spanish law. 

Spain’s Organic Law on 
the Judiciary gives courts 


jurisdiction for offences com- 
mitted abroad if the accused 
' are Spanish nationals or, in 
specific Instances, if they are 
foreigners. 

Alongside crimes such as 
counterfeiting money, piracy 

- and hijacking, these 
j n ptance«t include both genu 
ride and terrorism. 

Whether the 3.000 deaths 
for which Gen Pinochet is 
. alleged to have been respon- 
sible constitute genocide has 
been called into question by 
Spanish public prosecutors, 
who have repeatedly chal- 
lenged Mr Garzdn's right to 
pursue the case. 

In bis extradition bid. 
which Spain's centre-right 
government reluctantly pres- 
ented last month. Mr Garzon 
sought to justify use of the 
term to cover elimination of 
political opponents. 

This would have brought 
all the charges u n de r a sin- 
gle beading. Spain's national 
court supported his interpre- 
tation. 

Assuming the case goes 
ahead, Mr Garzdn will now 
switch the focus to his other 
overall charge of terrorism, 
relying on evidence that 
Gen Pinochet set up a “crim- . 
Inal organisation" with mili- 
tary regimes in Argentina 
and other Latin American 
countries in order to pursue 
political opponents through 

- the so-called Operation Con- 
dor. 

The experts said the 
charges cited by Mr Straw 
could fit within the defini- 
tion of terrorism, which was 
not itself specified as a crime 
in UK law. 

Mr Garzbn's formal indict- 
ment of Gen Pinochet is one 
of the last stages in the pre- 
liminary process before com- 
mitting, someone for trial. 

The experts dismissed 
reports that the controver- 
sial investigating judge was 
about to move off the case. 

They said a promotion to 
presiding judge at the crimi- 
nal chamber of Spain's 
national court was unlikely. 


HOUSE IMPEACHMENT HEARINGS COMMITTEE IS EXPECTED TO APPROVE AT LEAST ONE ARTICLE ON PERJURY CHARGES 


Clash over release of Clinton videotape 


By Mark Suzman In Washington 


The White House and 
Republicans clashed yester- 
day over the release of video- 
taped testimony by Presi- 
dent Bill Clinton, as the 
mdiciary committee of the 
US House of Representatives 
moved closer to recommend- 
ing his impeachment. 

Cher objections from the 
White House, the committee 
approved the release of the 
videotape of Mr Clinton's 
January deposition in the 
Paula Junes sexual harass- 
ment case. 

Republican investigators 
hope to use the tape to rein- 


force their charge that Mr 
Clinton lied in sworn testi- 
mony about his affair with 
Monica Lewinsky. 

The move came as both 
sides launched closing argu- 
ments in the inquiry. 

After presentations from 
lawyers, members were plan- 
ning to begin formal debate 
on four articles or impeach- 
ment charging Mr Clinton 
with perjury, obstruction of 
justice and abuse of power 
relating to the scandal. 

The committee is expected 
to approve at least one 
article of impeachment on 
perjury charges. However, it 
remains unclear whether 


enough Republican moder- 
ates will concur with the 
committee's recommenda- 
tion for the full House to 
Impeach Mr Clinton and 
refer matter to the Senate 
for a trial. 

Newt Gingrich, outgoing 


Bob Livingston, his succes- 
sor, is willing to chair the 
potentially divisive debate, 
so proceedings will be pre- 
sided over by Ray LaHood. 
an Illinois congressman with 
a reputation for fairness. 

Joe Lockhart, Mr Clinton's 


Decision to air videotape was political 
theatre’ - Clinton’s press secretary 


speaker, said the House 
would meet next Thursday 
to debate any recommenda- 
tions the committee makes. 

Neither Mr Gingrich nor 


press secretary, dismissed 
the decision to air the video- 
tape as "political theatre" 
and said it was unlikely the 
president would make any 


statement on the matter 
before leaving for the Middle 
East later today. 

- However, he said it was 
possible Mr Clinton would 
talk to some members of 
Congress who remain unde- 
cided on the matter. 

To preempt the Republi- 
can use of the testimony, 
Abbe Lowell, the commit- 
tee’s chief Democratic coun- 
sel, opened a final itefenna of 
Mr Clinton by playing a sep- 
arate section of the tape. 

In this, Ms Jones's 
lawyers debated at length 
with the presiding judge 
and Mr Clinton’s counsel 
ovet a tortuous defin- 


ition of sexual relations. 

Mr Lowell argued that it 
was absurd to consider 
impeaching a president on 
the basis of lying in response 
to a definition that not even 
several lawyers and a judge 
could properly understand. 

Drawing directly on testi- 
mony by Ms Lewinsky and 
other principals in the nu», 
Mr Lowell also contested 
many of the charges lafti out 
in the proposed impeach- 
ment articles. 

“We should be doing bet- 
ter than filing charges that 

would be thrown out for 
vagueness in every court in 
the land,” he said. 


Are you a potential 
player in the Dutch 
electricity market? 


KuTEsarflAT 


AND EQUIPMENT 

The new Dutch Electricity Act 
pUcn gi eater emphasis on 
market forces. The supply and 
demand mechanism wiB lead to 
riectnritv traffic across the 
national and regional grids. The 
gnd companies are impartial 
and will provide electricity 
transmission services for aB 
producers, suppliers, traders 
and clients in the market 
rrnnor, the njUonal grid 
company and system operator 
in the Netherlands, win also 
provide system services. 


transfers have to be carried out. 
since supply and demand must 
always be kept hi balance. 


The market Is regulated by the 
Dutch Electricity Law and 
the regulatory service • DTE. 
Program responsibility Is an 
import ant free -market tool 
which every market player will 
encounter. 


Electrldty transactions 
between producers, 
distributors, traders, brokers 
and consumers are Included in 
programmes which are 
reported a day in advance to 
the grid companies, specifying 
such details as quantity, time- 
table and supplier and con- 
sumer. Programme deviations 
wfll result in electricity trans- 
actions with tenner who, as 
system operator, monitors the 
entire Dutch system, tenner 
arranges everything as part of 
Programme responsibility. 


Energy balance and 
Program xesponsabiuty 

Grid companies are responsible 
lor infrastructure, electricity 
transport and provision of 
information. They monitor the 
entire electricity supply system. 

an as troubleshooters and are 
responsible for the technical 
coordination of market supply 
and demand. Maintaining a 
balance in the system is 
essential since electricity 
cannot be stored. AH planned 


Do YOU NEED MORE 
INFORMATION? 

tenner owns the main grid 
(3S0 kv and 22Q ItV) and wfll 
act as Transmission and System 
Operator. If you do become a 
player on the electricity market, 
you wHI have to deal with the 
concept of Programme 
responsibility, rennet wifl be 
pleased to send you further 
details if you are not familiar 
with this Instrument 
Our e-mail address b 
communicatieStennetorg 
Alternatively, you can write to 
Teimer-Communkations. 

P. 0 . 80x718. 6800 AS Arnhem. 
The Netherlands. 


TenneT 




Aid boost for 


Mitch’s victims 


By James Wteon hr Washington 


Central American leaders 
yesterday embarked on a 
two-day meeting in Washing- 
ton to seek help for rebuild- 
ing their countries after the 
devastation of Hurricane 
Mitch, buoyed by further 
relief on debt service pay- 
ments and the announce- 
ment of concessional funds 
to help recovery. 

The US said it would lift 
from 67 to 90 per cent the 
proportion of Nicaragua's 
debt it was willing to for- 
give. and would forgive 67 
per cent for Honduras when 
It signed an expected agree- 
ment with the International 
Monetary Fund. 

The Paris Club of creditor 
nations, which met in the 
French capital on Wednes- 
day. also said it had decided 
to defer all payments for the 
next three years by Nicara- 
gua and Honduras, the two 
countries worst affected by 
the hurricane. 

In Nicaragua’s case the 
club said the move would 
defer the repayment of more 
than SlOQm. 

The Paris Club also said it 
was willing in the future to 
give "Lyons terms" to Nica- 
ragua. amounting to an 80 
per cent reduction in the net 
present value of its eligible 
debt, as part of its inclusion 
in a debt relief prog raming 
for highly indebted poor 
countries (HIPCs). 

For Honduras the club 


said it would enter negotia- 
tions to grant 67 per cent 
debt reduction, once the 
country signed an IMF 
agreement and embarked on 
the HIPC initiative. 

However the relief does 
not go as far as that prom- 
ised by some individual lend- 
ers. Spain has said it would 
write off payments due until 
2001. 

The World Bank said yes- 
terday it would provide Slbn 
for Honduras and Nicaragua 
for short-term reconstruc- 
tion and for longer-term 
measures, including environ- 
mental management to miti- 
gate the effects of any fhture 
disasters. 

Meanwhile, Norway 
became the first country to 
contribute to the Central 
American emergency trust 
fimd, set up to help Hondu- 
ras, Nicaragua, El Salvador 
and Guatemala meet their 
debt service payments to 
multilateral donors. 

The meeting in W ashing , 
ton, hosted by the Inter- 
American Development 
Bank, is bringing together 
Central American leaders 
with bilateral and multilat- 
eral donors and aid agencies. 

Today, more donors are 
set to indicate their likely 
support for the countries 
affected by the hurricane, 
which killed 10,000 people 
and cost the countries $5.4bn 
in destroyed Infrastructure 
and lost economic produc- 
tion. 


Puerto Ricans 


eye referendum 


By Canute James 


Puerto Rican leaders are 
looking to Sunday’s referen- 
dum on ties with the US to 
help transform their island's 
identity - even though the 
poll Itself will have no offi- 
cial standing. 

The vote was called by 
Pedro Rossello, the Carib- 
bean island's governor, who 
hopes a show of support 
from voters for turning 
Puerto Rico into the 51st US 
state will force legislators in 
Washington to order aWnd- 
ing plebiscite. 

The island’s administra- 
tion resisted appeals from 
the opposition to postpone 
the vote following a hurri- 
cane that caused R Tt P nrfv o 
damage in September. This 
year is the centenary of the 
US seizure of Puerto Rico 
from Spain. 

The Island of 3^m people 
has a quasi-colonial “com- 
monwealth" relationship 
with the US. 

Islanders vote in presiden- 
tial primaries, bnt not in 
general elections. They have 
one non-voting representa- 
tive in Washington, and do 
not pay federal taxes. 
Although Puerto Ricans 
serve in tire US army, the 
island sends its own tegma 
to the Olympic games. 
Efforts by Mr Rossello to get 
Congress to approve a bind- 
ing plebiscite have found- 
ered on concerns hi Wash- 
ington over the desirability 


of Puerto Rico joining the 
Union. The House of Repre- 
sentatives approved such a 
plebiscite by a narrow mar- 
gin earlier this year, but the 
Senate is yet to consider it 

Sunday’s referendum will 
allow voters to register sup- 
port for statehood. Indepen- 
dence, an enhanced com- 
monwealth relationship, or 
for none of these options. 

The main political opposi- 
tion, the Popular De m oc rati c 
party, advocates an enhance- 
ment of the current relation- 
ship with the US, but 
is asking supporters to vote 
for none of the options, as a 
protest against the referen- 
dum. 

Recent opinion polls have 
suggested that support for 
statehood Is 37 per cent fol- 
lowed by 24 per cent for the 
status quo, while 3 per cent 
support independence. 

Supporters of statehood, 
led by the ruling New Pro- 
gressive party, have been 
encouraged by indications of 
falling support far the status 
quo. In a referendum in 1952. 
90 per cent supp orte d a com- 
monwealth relationship. In 
the most recent plebiscite, in 
1993, that was down to 48 per 
cent support, while 46 per 
cent backed statehood. 

Supporters of indepen- 
dence contend that Puerto 
Rico is culturally a part of 
Lathi America and too differ- 
ent from the us to fit easily 
as a state or to continue as 
part of a commonwealth. 


NEWS DIGEST 






IMF AID FOR BRAZIL 


Senate clears way for 
first tranche of loan 


The Brazilian Senate yesterday approved the $41.5bn 
emergency financial package led by the International Mon- 
etary Fund, opening the way for the government to draw 
down the first tranche of toe loan. 

The government needed Senate approval only for the 
St4.5bn of the package which has been provided by 20 
governments led by the US, but it put the entire loan 
before Congress to prevent future attacks on the legiti- 
macy of the deal. Ministers said last week they would 
draw down most of the $5 .3 bn first tranche of IMF money 
once the Senate had approved the loan, having initially 
said the funds would not be immediately necessary. 

Money has continued to flow out of Brazil through the 
foreign exchange market over the past week, despite the 
approval by the IMF board last week of the $41.5bn loan. 
Brazil's reserves, which were around $70bn before the 
Russian default In August, are now around $40bn. 

Geoff Dyer, Rio de Janeiro 


IL0 REGIONAL REPORT 


Unemployment ‘will hit 9.5% 9 


The Lima-based regional headquarters of the International 
Labour Office is predicting that unemployment across the 
continentenfl reach 9.5 per cent next year if the Interna- 
tional financial crisis persists. That would be a rise of 
almost two fuH percentage points over last year's figure. 

Not surprisingly, Brazil has been hit worst by the global 
crisis with unemployment levels rising to 8.5 per cent while 
Colombia - with more than 15 per cent of the economi- 
cally active population out of work - continues to register 
toe highest jobless rate. Even Chile, where unemployment 
has consistently contracted as toe economy has grown, 
registers an upturn this year. 


■ Cofide, Peru's state finance development bank, 
stepped in this week to Inject some S60m of fresh capital 
Into toe beleaguered Banco Latino, ranked sixth by depos- 
its in the Peruvian system. The wholly Peruvian-owned 
Latino has been seeking a strategic partner for some time. 
Sally Bowen, Uma 


SMOKERS 1 HEALTHCARE 


Brazil to sue manufacturers 


Brazil says it intends to join other Latin American countries 
in bringing legal action In the US to force tobacco compa- 
nies to cover the cost of treating smokers. 

A Brazilian health ministry official said yesterday toe 
government had decided to go ahead with litigation. How- 
ever, he said, "We are at a very early stage and a lot still 
has to be done. The calculations [of damages] and costs 
to toe health service caused by tobacco have not been 
concluded yet We are looking into more firms [to repre- 
sent the government].” John Barham, S80 Paulo 


On the web today 

• Washington’s new pantomime looks set for a long 
run .e Canada banks brace for. merger ruling • Zedillo 
budget resolve fails to move Mexico's opposition 
http^/www.FTVco m/Americas 
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MEDICAL RESEARCH BREAKTHROUGH OPENS NEW CHAPTER )N UNDERSTANDING OF HUMAN HEALTH 


issue Worms help solve 
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By Cgve Cooks on, and reproduces sexually. 

SciHBW Editw “The more work we do, 

_ ""T- ' ' the more we realise that the 

scientists have far the first worm’s internal processes 
time deciphered the entire are a microcosm of hxuuan- 
genetic blueprint of an ani- Hy." said John Salston; 
mal. A UK-US collaboration director of the Sanger 
has worked out the sequence Centre. C elegans has 
of ail 97m chemical “letters” about 20,000 senes, of 


transparent, biologists can 
see what is going: on under 
its skin. “Evay . one of the 
959- cefls in theadaftwarm 
has been identified," Dr 
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in the genetic code of a tiny 
nematode worm. 

George Radda, execu- 
tive of the UK Medical 
Research Council, t&rM last 
night: “The first genomic 
sequence of a complex 
organism - an ant m^ with 
which the human body can 
be compared - promises to 
open a new chapter in the 
understanding' of human 
health and disease. . . Today 
will be remembered as a 
major scientific milestone.” 
i .Vpver the past three years 
u scientists have spelled out 
•the genetic instructions for 
^several single-cell organ- 
isms: bacteria and yeast. 

But the multicellular 
worm Caenorhabditts ele- 


which 40 per cent seem to be 
closely related to human 


The MRCand US National. 


. By romparing the 
sequence of -worm - and 
human genes, scientists find, 
the ones that are present In 
both species. They then use 
the w orn to examine 
function and, they hope, 


Institutes of Health jointly ; draw ooncluslQns about the 

provided £30m ($5Qm) fund- genetic causes of h uman dls- 
ing for the worm project ease. - 

over 15 years. Its snoraygiftil Although such studies are 
' completion is a prelude to still in their infancy, 
the last. stage of the rrmram tant*it«ring clues have 
Genome Project, a $3bn emerged already. For exam- 
international endeavour pie two biochemical path- 
intended to decode the 3bn ways for the ageing process 


letters of human genetic 
code by 2003. 


In C elegans could help to 
explain the mysteries of 


C elegans has long been a human ftgprng . Dr Hodgkin 


favourite “model organism” 
for biologists. “It is very 
easy to grow and work on," 
said Jonathan Hodgkin of 
the MRC laboratory of 
Molecular Biology, Cam- 


gans. sequenced at the bridge - one of L500 sden- 
Sanger Centre in Cambridge tists worldwide who wwfcp a 


said. ... 

Another promising line of 
inquiry concerns the way 
ceflsdie- Mere than 15 genes 
are Involved in the process 
of ceB death in the worm 
and their human equivalents 



Hie muH » 6 —ul « worm Ca ahortwbt Mi to tefiml 

pr oemmm are a *iwtaocom of humanity* 


and Washington University 
in St Louis, has far 
more in common with 
people. It has muscles, 
nerves and skin, digests food 


living by studying the miTU - 
metre-long worm. 

It fives naturally in the 
soil but thrives in laboratory 
Petri dishes. Because it Is 


important for wanted it 


looTriq shared information 
not only with each other but 
with any scientist who 


rniriprwffliifl fri g cancer. 

Everyone concerned with 
the worm project said its 
hallmark was the complete 
openness with which the two 


In a vetted dig at private 
genomics companies, Fran- 


“The commitment of the two 
groups to make their 
sequence data available to 
the research community 
right from the start is admi- 
rable: It is exactly bow we 


d s Collins, direct car of the plan to operate our sequenc- 
US National Human Genome ihg programme os the 
Research Institute, said: human genome.” 


MILITARY SERVIC ES SOUT H AF RICAN G RO UP CLAIMS AFRICA NO LONGER NEEDS ITS OPERATIO NS 

Mercenary company closes its doors 


By Victor MaBet 
|n Johannesburg 

I Executive Outcomes, the 
Ifouth African mercenary 
[company whose operations 
'have included providing mil- 
itary support for govern- 
ments in Angola and Sierra 
Leone against their rebel 
opponents, announced yes- 
terday that it would dose an 
January 1 next year, nearly 
a decade after it was 
founded. 

“What we did we did very 
well and we are proud of it," 
said Nico Palm, the BO 
director who made the 
announcement “There is a 


time to. come and a time to 
go.” he said, likening the 
company to a boxer who 
“makes a decision at the 
right time” to quit 

There was little surprise in 
South Africa at the (tenrim 
of EO, which has marketed 
itself from an office In Pre- 
toria as a legitimate organi- 
sation providing “profes- 
sional military advisory 
services". Mr Palm said the 
company closed its UK office 
. last year. 

In South Africa, merce- 
nary groups now face the 
threat of having their assets 
confiscated under the . new 
Military and Foreign Assis- 


tance Act. EO, however, 
prnrtu submissions when the 
legislation was being drafted 
and says it is the only secu- 
rity company to have a per- 
mit under the law. 

But BO's explanation for 
its derision to dose - it says 
the progress made by Afri- 
can governments in their 
efforts to maintain peace 
and stability preclude the 
need for EO's involvement - 
is regarded as utterly 
implausible. Rarely, if ever, 
have so many African, coun- 
tries been engaged in foreign 
militar y expeditions, domes- 
tic wars or civil conflict. 

In the Democratic Repub- 


lic of Congo alone, there are 
soldiers from Rwanda, 
Uganda, Z im bab we, Angola, 
Namibia and Chad support- 
ing one side or the other in 
the dvfl war. Such wars cre- 
ate abundant opport un ities 
far mercenary work for the 
former soldiers from South 
Africa and elsewhere who 
work on contract for EO and 
gtmflar companies. - - - 
Hence the widespread- sus- 
picion that those who 
worked for EO will simply 
move an to work for other 
security coinptuiles. Mr 
Palm, who says be is a for- 
mer South African military 
man and EO’s sole share- 


holder, yesterday denied 
reports that the company 
has long been connected to a 
web of other mercenary 
groups. “It was never so," he 
said. “It was totally untrue”. 

Among past successes 
listed on EO’s website are 
operations to counter 
white-collar crime “for a 
major product supplier"; to 
train South African special 
forces in- counterespionage; 
to secure and hold oil Instal- 
lations (this was in Angola); 
to release hostages; to 
retrain an African army: and 
to prevent a coup d’etat. 

Observer, Page 13 


Donors plug 
Uganda’s 
finance gap 


By Mari e Ta w in Kampala 

Donors have pledged $&2hn 
to Uganda far the next three 
years, in spite of serious con- 
cerns over Ugh levels of cor- 
ruption and the country's 
military involvement in the 
Democratic Republic of the 
Conga 

The money, together with 
disbursements from existing 
commitments, will plug a 
financing gap of about 3ttm 
from 1988 to 2001, and folly 
met the Uganda govern- 
ment’s demands. 

But the derision masked a 
split between bilateral 
donors and the international 
Monetary Fund over the 
analysis of Uganda's policy 
environment 

Over four days of meetings 
i in Kampala, the Ugandan 
capital, bilateral donors 
issued a series of highly crit- 
ical statements about 
defence spending, following 
Uganda's support for the 
i rebellion against the govern- 
ment of President Laurent 
Kabila. They are also critical 
of corruption, poor tax 
administration ami insuffi- 
cient s u per v ision. 

The criticisms were partic- 
ularly pertinent following 
the resignation of Salim 
Saleh, President Yoweri 
Museveni's brother and spe- 
cial adviser, over his 
involvement in the purchase 
of Uganda Commercial 
Bank, and the release of a 
parliamentary report docu- 
menting rampant corruption 
in the country's privatisa- 
tion process. 

In a final statement, 
donors said they were 
"increasingly concerned that 
in many sectors and at dif- 
ferent levels of society, cor- 
ruption remains a serious 
problem". 

They also “expressed par- 
ticular concern about the 
level of defence expendi- 
tures,” which they feared 
“could undermine Uganda's 
record of macroeconomic 
stability or divert 
government resources from 
priority expenditures In edu- 
cation, health, roads and 


agricultural extension 

But in a separate state- 
ment, the ZMF said the gov- 
ernment continued to dem- 
onstrate "an unswerving 
commitment to economic 
reform and m a croeconomic 
stability" which “needs and 
deserves the foil and contin- 
ued support of the interna- 
tional financial community”. 

The Fond also said that 
Uganda bad provided assur- 
ances that any over-runs in 
defence spending would be 
“frilly often by cuts in o the r 
non-wage recurrent expendi- 
tures, excluding priority pro- 
gramme areas”. Donors fear 
Ugandan expenditure on the 
war may exceed the esti- 
mated ceiling for 1996-99 of 
U5hl63m (3119m). 

Privately, one northern 
European donor expressed 
extreme disappointment at 
the IMPs position. “It is as 
though we are describing 
two dUBsrant countries." said 
the diplomat. "The interna- 
tional financial institutions 
should really listen more to 
their members.” 

Bernard Ryelandt, the 
European Commission's 
head of delegation, insisted 
that future disbursements 
would be “folly conditional 
on tire fact that we are satis- 
fied that the Increase is mili- 
tary expenditure does not 
affect trending an priority 
areas.” and on Uganda living 
iip to promises on tackling 
corruption. 

The split reflects a grow- 
ing debate between donors 
and within donor govern- 
ments over their stance on 
Uganda, whose consisted tty 
high growth and poverty 
reduction over the past 10 
years has earned it the repu- 
tation of star performer in 
the developing world. 

The country continues to 
past a good macroeconomic 
performance with sound 
polices, and poverty remains 
high: a combination of 
which makes Uganda a 
highly efficient destination 
for aid money according 
to Influential economists 
Paul Collier and David 
Dollar. 


Baghdad 
accused 
over arms 
inspection 

ByWelMlUUijPtnf >tit» 

United Nations ta Haw York 


The head of the United 
Nations disarmament com- 
mission for Iraq last night 
accused Baghdad of repeat- 
edly obstructing weapons 
inspection teams - contrary 
to its agreement, under 
threat of imminent US and 
British military action, to 
resume frill co-operation. 

But Richard Butler's 
report to the Security Coun- 
cil was more factual than 
judgmental; he has decided 
to delay at least until next 
week a full assessment of 
the effects of Iraqi 
tactics. 

Leading up to a standoff 
on Wednesday when inspec- 
tors were barred from the 
headquarters of the ruling 
Baath party, he cited other 
obstructions by Iraq, which 
promised on November 14 
that the commission could 
resume arms inspections 
that were Interrupted on 
August 5. 

But last Saturday, the first 
day for a new inspections 
series, the National Monitor- 
ing Directorate, invoking 
security concerns, prevented 
the photographing of bombs 
and tried to prevent video 
taping; Mr Butler said. 

Questions addressed to 
site personnel were inter- 
rupted and an attempt made 
to control their responses. 
The director of the facility 
stated that no Iraqis must 
answer questions about the 
storing of UN-tagged mate- 
rial moved after the October 
31 decision to halt all 
co-operation with the com- 
mission. 

“Conflicting accounts were 
given regarding: presence of 
personnel; the dates items 
were moved in and out of 
the facility; who ordered the 
movement; which items 
were involved and whether 
the items stayed within the 
perimeter of the facility," Mr 
Butler said, tending to con- 
firm Tears that Iraq could 
have spirited away evidence 
during the inspections hia- 
tus. 
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WO STRONG PARTNERS WILL COME TOGETHER] 


Find out more on December 18 , 1998 . 




RAIL TRANSPORT PROPOSAL SEEN AS INTERI M SOLUTION 

Eurostar may link 
Heathrow and Paris 


By George Patter, 

Political Correspondent 

Eurostar could soon be 
running direct train services 
[rum London's Heathrow air- 
port to continental Europe 
under proposals submitted 
to John Prescott, deputy 
prime minister. 

Eurostar has told Mr Pres- 
cott it wants to drop its orig- 
inal plan to run direct 
regional services from the 
north o[ England and Scot- 
land through the Channel 
tunnel to Paris and Brussels. 

Seven regional trains 
vvurth El 80m ($298m) have 
been lying unused In sidings 
ever since the Eurostar con- 
MTiium decided regional ser- 
vices could only be run at a 
loss. 

Now, Eurostar wants to 
switch the trains to new ser- 
vices from Watford, north of 
i,widun. and possibly Heath- 
row. tu complement its 
mutes from London's Water- 
loo station. 

The proposal will cause 
sumo political embarrass- 
ment for Mr Prescott, who 
has been keen to ensure 
Travellers from the regions 


reaped the full benefits of 
cross-channel train services. 

However, be is sceptical 
about committing public 
subsidies to regional services 
with limited appeal 

The government has 
already agreed to spend up 
to £2.2bn In direct public 
subsidies to ensure comple- 
tion of the 68-mile Channel 
tunnel rail linfe. 

The Eurostar consortium, 
whose shareholders include 
National Express, British 
Airways and the French and 
Belgian state railways, con- 
cluded that direct Eurostar 
services from Scotland and 
the north would lose about 
£9m a year. 

Its report, distributed by 
Mr Prescott to Members of 
Parliament this week, says 
the services will not be via- 
ble until 2002, when the 
high-speed link to the tunnel 
is due to be completed. 

It concludes an interim 
solution would be direct 
trains from Watford to Paris, 
so travellers from the north 
would not need to cross 
London to catch Eurostar 
trains. 

Virgin Trains claims it 
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could run profitable regional 
services, although these 
would depend on it acquir- 
ing the seven trains at mini- 
mal cost 

• Rail safety experts yester- 
day unveiled proposals for 
modifying 2jQQ0 of the oldest 
carriages on the British rail 
network to make them safer 
in the event of a crash, 
Charles Batchelor writes. 

The Health and Safety 
Executive, with overall 
responsibility (hr rail safety. , 
said tests completed earlier j 
this week showed the elderly 
Mark l slam-door carriages 
used on many commuter 
routes Into London could be 
modified cheaply and 
quickly. 

The announcement came 
close to the 10th anniversary 
this Saturday of a train 
crash in Clapham. south 
London, which killed 35 
people. The three trains 
involved were all made up of 
Mark 2 carriages. 

It accompanied publication 
of safety statistics showing a 
decline in crashes on the rail 
network generally but an 
increase in the number of 

rieathfl- 




‘Boss’ wins action over early recordings 


US rock star Bates Springsteen 
(right) leaves the High Court In 
London yesterday after winning 
ht s action against a British 
company he accused of prating 
his music. 

The judge. Mr Justice Ferris, 
granted the anger, known as 
'The Boss*, an injunction 
stopping Masquerade Music, a 


London-based company, tern 
releasing an album of songs 
written and recorded by the 
shgar.at the start. of his eager 
26 years ago. 

. The judge awarded Mr 
Springsteen his ESOO.OOO 
($830,000) court costs against 
Masquerade, whose lawyers said 
they would take the case to the 


appeal court The judge also ■ 
allowed Mr Springsteen to seek 
damages of £2m aganst Robert 
Trirgham the man who ran the 
now-cfedunct Flute international 
lid, who was also found to have 
infringed copyright of some of the 
songs. 

The star said after the hearing: 
1 am very happy. I was not here 


tor the money but lor my music.' 
He added: “The music that Is 
released is the . way that you 
shape your career, ft tea big part 
of what you say'and the way you 
saylt" 

Rute was not pursued m the ■ 
action because it is in 
compulsory Squldetkyi. 

Press Association 


DEFENCE MINISTRY TO CONSIDER PRIVATE-SECTOR CON TRACT FOR TA NK TRANSPO RTERS 

Army could use civilian drivers 


By Alexander Nlcofl, 
Defence Correspondent 


British Army tank trans- 
porters operating at the 
front line of combat could, 
have civilians as drivers 
under a contract to be con- 
sidered by ministers in the 
next few weeks. 

The plan is one of tbe 
must radical in the Ministry 
of Defence's drive to procure 
more equipment and ser- 
vices under the private 
finance initiative - in which 
private sector companies 
own and operate equipment 

Companies would supply 
vehicles, maintenance and 
drivers as "sponsored 
reserves". When the trans- 


porters were not needed by 
the army, they and their 
drivers would be used for 
commercial transport 

MoD officials want to use 
the contract as a test of the 
limi ts of PFL given concerns 
that operational effective- 
ness of the armed forces 
could be undermined. 

Five private bidders that 
put in proposals in response 
to an MoD request a year 
ago will shortly learn 
whether they are • to be 
invited to negotiate on 
specific contract terms. 

They are Brown & Root 
with Oshkosh Truck Corpo- 
ration; Lex Service; Alvis 
Unipower with Ryder and 
PAH Vehicle Management; 


Serco with Man Truck & 
Bus; and Mercedes Benz OK. 

The contract is due to be 
awarded in 2000 with service 
to begin from 2002 - a short 
lead time compared with 
most MoD procurement pro- 
grammes, allowing It to be 
used as a testing ground. 

The transporters will 
replace the army’s ageing 
fleet of 120 Scammell Com- 
manders, which are reaching 
tbe aid of their life. 

Officials said the reason 
for using PFI was value for 
money. IF we bought trucks 
and used them ourselves 
solely, they would not be in 
use for much of their lives," 
said one official. "Under PFI, 
if we're not using 


them, someone else can.” 

Brown & Root said it had 
tested the market to see 
whether it could recruit driv- 
ers who would be suitable as 
reservists. 

Similar contracts under 
consideration include roli-on 
roll-off ships, which would 
transport men and equip- 
ment to war zones but would 
be available for commercial 
use; and replacements for 
the Royal Air. Force's ageing 
fleet of airto^rMteftrelling 
tanker aircraft. 

The MoD has- awarded 21 
PFI contracts worth about 
£3bn but these have been 
mostly in service areas such 
as training, and well away , 
from the front line. 


E-commerce study aims 
to stop UK falling behind 


By Nicholas Timmins, 

Pubfic Policy Editor 

A drive to ensure the UK 
takes advantage of electronic 
commerce is to be one of the 
first studies by the new per- 
formance and innovation 
unit in the Cabinet Office. 

Tony Blair, the prime min- 
ister, yesterday announced 
the unit's first five projects 
aimed at helping the country 
benefit "from the single, fast- 
est growing market place in 
the world economy”. 

The study has been 
prompted by fears that the 
UK is falling behind the US 
and possibly other countries 
in creating the right environ- 


ment for e-commerce. The 
unit win look at the legal, 
fiscal and technical issues 
involved, cutting across 
departmental boundaries. 

It will bring' in private 
sector expertise to boost the 
civil service team. It will 
work with the trade and 
industry department on com- 
petitiveness and trade 
issues, both the Treasury 
and Customs and Excise hn; 
tax, and tbe Homp Office on 
legal matters, and law 
enforcement. The security 
services are also likely to be 
Involved. 

Each of the projects the 
unit undertakes wfil have a 
sponsoring minis ter .outside 


-Jr 


the. immediate departments. 
The unit will report directly 
to the - prime minister 
through. Sir Richard Wilson, 
the cabinet secretary. 

Other areas on which 
reports are planned by 
next summer involve central 
government's . role ; at 
regional- and. local level fol- 
lowing the- . creation -of 
regional development agent- , 
ties and the health, educa- 
tlop and employment action 
zones: 

The unit's' aim is to. 
“address strategic, cross-cut-' 
ting issues and promote 
innovation in the develop- 
ment of policy,” Mr Blair 
said. 


investment 

By James Mackintosh : ^ 

American Express is to take 
advantage of the replace- 
ment of Peps ipersdnal 
equity plans) with Isas (indi- 
vidual savings accounts), in 
April to enter the lower tod 
of the retail investment rrjflr- 
ket in the UK. * 

Jt is to take a similar 
approach in Germany, 
France and Italy, launching 
its new . investment arm 
there to coincide with the 
shirt of the euro in Januan, 
it said yesterday. . 

And it is likely to state 
selling mortgages and per- 
sonal loans within a year. 1 

Competition for investors^ 
money ih the run-up to the 
launch of the tax-free I.«r 
will be stiff Direct mailing 
to American Express card-, 
holders will worsen the sit- 
uation for competitors 
already worried that inves- 
tors are likely to be put off 
Isa by Its complexity. Many 
fund managers also worry 
that the natural home for Isa 
investments will be the 
hanks and building societies 
because of the tax-free cash 
element 

• Ameri can Express is a late 
entrant to the mass invest- 
ment market ih Europe, but. 
in the US its investment 
division contributes a third 
of profits. Its main US com- 
petitors are already active in 
Europe, with Fidelity, Mer- 
rill Lynch and Morgan Stan- 
ley Dean Witter all running 
investment operations and 
many of its stockbroking' 
competitors - Charles 
Schwab, Green Line and sev-j 
eral online brokers - either 1 
established in the UK or in 
the process of setting up,.. 

American Express is best 
known in Europe for Its 
charge cards and travellers 
cheques. The company's 
only involvement in Euro- 
pean investment at present- 
comes. through its private 
banking operations and 
small operations in Germany 
and France. 

The new fund will be 
based in Luxembourg. 
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BUSINESSES FOR SALE 


ROSE OF ENGLAND 
CHINA LIMITED 

(IN ADMINISIRA FIVE RECEIVERSHIP) 
FINE BONE U UNA SINKERS 


The joint Administrative Receivers, Alistair Grove and 
Bob Young, offer for sale the business and assets of this 
Stoke-on-Trent based manufacturer of fine 
bone china beakers. 

Principal features of the business include 

• turnover clllm to blue-chip and worldwide 
customer base 

• 1 1,100 sq ft purpose built freehold factory unit 

• modem manufacturing plant producing high quality 
product 

• -K) employees 

Tor further information, please contact Bob Young or 
Tonv Barrell of PricevtuterhouseCoopers. 

H Ridge House Drive, Festival Park, 

Stoke on Trent STT 5Sf. 

M: 01782 202479. Fax: 01 782 2691T2. 


PRKm^OUS^OOPERS 


' — * r — f m*ir-iwt hy iht >i Mint at iTi — nil mm — m 

" tutfavt a* Writ* II am «■» Immi Swnnt 


^ HAYES HYDRAULIC CASTINGS LIMITED ' 

(In Ad m inistr a tion) 

Th» fcfenuMMutor. Dougin MitOom t d. otitfi lor udp rfw? b ud new Jnd ate of te 
WM Mjndibmdmniucwn of «h«tf Gitep lor dw hytfaiuW value k|d lowy. 


• 1,>m 1 chip cuNomer base 

• Dedicated MKxWom 

• TouKy m nuU u wd cptnrilont 

Fi n ImthN tnlomufton, plme «MUd Whet SdnMfcmun or Unjmldnsot 
1 tv MjlPoiuM Patents? Pic. It^JO CM Church 5PM. Chebe*. London SVV) S8V 
M.-OI71 4M30HU Fjx:(M7r 4SOM01 




The Macdonald Partnership 


INTERIOR DESIGN 


SHOP FOR SALE 

Winchester, Hampshire 


Esc lOyre. 

£350K revenue, profitable. 

liv liHvc I Luit& distributor for most leading fabric suppliers. 
Offers Invited. 


Telephone (01794) 324343 


CONTRACTS & TENDERS 

H-PfHP (HC HYDRO) 

MAJOR NEGOTIATED FIDIC CONTRACTS 

EPC CONTRACTOR REQUIRED FOR 25 MILLION ‘ITT CRUDE OIL REFINERY, 
UREA PLANT 4 MILLION HJT POWER PLANT 1000 MEGA WATT, 

PORT 50 MILLION 'MT CAPACITY IN INDIA. 

K.C. ffyefro Cartn £ Petra Chon leafs Limited is implementing ■ 25 Billion bn iterator leteery prated at 
Stitindn, Outer. AP. Mb. and fas appoUtd FHP Htnatfoul Assets. London lor coot (final lag He Project 
te wM on ihrongb its {The STCj special purpose company FHP (HC Hydra. United). who b tooting lor EPC 
Coalrxtoa to tepknanl toe prated. The EPC Contactor should me teed company and taring experience at simitar 
protea itatBOBotatioo pi Bat soa 

The project will have the following facilities. 

1) Coda OH Refinery 25 minion MT opacity aunu 

2) Una 4 minim MT per anna 

3) FCtn Chemicals (l) Bhytere 200.000 M.T. (hj Plopeae 300000 MT. 

(0 Bda Dtee 400.000 tons MT. (d) Bette* 200.000 MT, 

4) Pwer Plant WOO mega watts - Naptha and recycle process 

51 PM 50 mHUoe MT capably 

Ite total project cost is estimated about 8 tuition USD and FHP International Assets has arranged 
finances bough a Coistratimi Band Program and line d credit tor the project tending md a portion 
of equity can te reamed lor coBabateor. The (misted products sale in estnaed average 45 Bfflan 
USD per year, for mtacb the 5FC in under final negotiations agreement for 10 year rtroward setting 
Honaa The company is also batiste] the insuiau policy and bonds lor Be project A site of 
10.000 acres is selected on emuomwte angle at Outer tn Andhra Pradesh, tafia win additions of 
25 km from the proposed Port 

The proposed contractor shaft te In a position to use bis cm technology aid design or can (Main 
technology on basis of Irani end engineering and desgn contract [FKDtfTDfC Re company judos 
a sole EPC contractor for jU toe above project who site! obtyn back to tack support contracts Irani 
ethers However the company keeps option to setea iodmduai contractors tor each otet separately and 
gin consortnm leadentap. The EPC comraciot stall be a major rarer) company and be m a positioa 
to issue performance bonds/guarantees lor EPC jobs Executive summary shark) be obfimed from 

Mr JC Thompson FHP [HC Hydra) United. (78/202 Great Portland Street London. WM EJD Uft tax t+44 171 580 
S2S7. Or Iti a VwaajB [H C Hydro CPC) Horih Vtiiey 33B Bud Na.13A Jubriee KBs Hydiaoad - SOOIKUratia 
The tost date lor racwrlim often stall be 31 it Jwmy 1999. 
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FOR SALE 

NORTH EAST BASED EQUESTWAN 
COMPANY 

Speriafisn in horse feed and feed 
supplements 

_ Turnover c £750000 


c £80,000 


Contact: D.RL Arthur, B»fnun Hon 
Newcastle Upon Tyne, NE3 3LS. Tekplwne (0191) 
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SOMESHAXE rUK) 01 UMITED 

TN THE MATTER OF THE 
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SQSBanBaSueci 
London WIX6NX 
Tefc 0171 m 9933 
Rrf: BG/RZVfGl76»= 

SoUcitanmnhe FeriUoner 

No. 00801 of I9W 
IN THE TOGH COURT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 

IN TBK MATTER Of 
HOMESHAAE ITIKJ II LaoTED 
-*nd- 

IN THE MATTER OFTHE 
COMPANIES ACT IMS 
Noncn IS HEREBY caVENihtc • PoSlioo 

gg gg ||| QrTf OjPTf |Q4| ll (g 

Her AUfcsj't Hi«b Coon oTInto for dw 
oanfinteon ot te ntettoo of me ten 

Comply by £230000. 
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Com]»teCte Restaur a tte Royal Cote 
of Jason. Smod. London WC2A JLL on 
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of die te r prate i tcmn 
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NABARRO NATHANSON 
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Financial Times Surveys 


World Steel 


Thursday February 25 


For further information please contact: 

Catherine Markey in Edinburgh 
Tel: +44 131 220 1199 
Fax: +44 131 220 1578 
email: catherine.markey@FT.com 

or Haj Haffejec in London 
Tel: +44 171 873 4231 
Fax: +44 171 S73 4862 
email: haj. haffe;ee(s FT.com 


FINANCI A L IT. MIS 

No FT, no comment. 
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The FT GUIDE TO WORLD CURRENCIES, published in Monday 's 
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To Advertise Your 

Legal Notices 

PJe3se contact: 

Melanie Miles on 
Tel: r44 171 873 3349 
Fax: -44 171 873 30S4 
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If you would like to advertise, or require any 
further information, please contact: 
Sherie Donovan 

Tel: 0171-373-4923 Fax: 0171-873-4296 
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MONETARY POLICY TEAM BUSINESS LEADERS AND CITY ECONOMISTS AFmUB;Tp& R EDUCTION IN AS MANY MONTHS _ 

Central bank cuts interest rate to 6.25% 


By Richard Adams, 
Economics Staff 
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The Bank of England, the 
UK central hank, yesterday . 
cut official interest ratesrby 
half a percentage point to 
6J26 per cent, arguing, that 
the outlook for the economy 
was worse than it thought 
last month. 

The Bank’s monetary poi- : 
icy committee died weaker, 
economic c o nditi o ns at home 
and abroad as triggering the 
cut. which came a week 
after the concerted interest 
rate cut by the 11-member 


states of European economic 

and Tnfmgfaar y. mrim. ' 

*Bie moratory policy com- 
mittee judged that the down- 
side risks 'to both activity 


and' therefore reduced inter-' 
«st rates by (L5 percentage 
points to- keep prospective 
inflation on track to meet 
the SL6 per cent target," the 
committee said. — 

. Business leaders and CHy 
economists applauded -the 
dec i sfop. to reduce the cost of 
borrowing for the third 
month in a row. Official 
short-term rates are sow 


tack at their lowest level 
since the Bank was handed 
control of setting . monetary 
poScy in May last year. 

KateBarfeer^ chief econo- 
mist of the Ocmfederatton of 
. the -grind- 

saWfee cn£ vras Welcome for 
industry and consumer con- 
fldenre **It pnwes . that the 
MFC- is prepared to act 
against the flang w-R of defla- 
tion." Ms Barker' said. 

- Banks and. building societ- 
ies responded by cutting 
base lending rates, and tire 
cost of mortgages. Nation- 


wide bofldfaig society [home 
loans and savings institu- 

tien] and Tfati far hank, two 

of the UK'S largest mortgage 
lenders, announced immedi- 
ate redactions in their stan- 
dard variable . rate mort- 


; Stephan Byers; Treasury 

chief secretary, told parlia- 
ment Ike rate cat "was only 
made possible . because this 
government is steering a 
course of- economic stability 

In ah wnrartnty* ypd Un s t ab l e 

WtaJdr.. .. 

: But Francis Maude, the 
opposition - Conservative 


party shadow chancellor, 
accused the government of 
"astonishing complacency" 
in the face of mounting job 
losses, including l.ooo at 
Royal DqoltonV operations 
at Stoke-on-Trent, in the 
English Midlands, 
announced yesterday. 

(hi the equity and money 
markets in London, traders 
had largely expected the 
Bank's decision. Sterling 
was little changed against 
the D-Mark during trading in 
London, closing at DM2.762. 
after strengthening slightly 
on news of the cut. 


interest rate future con- 
tracts traded in London also 
firmed after the rut, as 
expectations were raised of a 
further reduction when the 
monetary policy committee 
next meets on January 7. 

Recent falls In Interna- 
tional commodity prices 
have lowered the costs of 
industry's raw materials, 
raising the possibility of 
underlying inflation falling 
well below the government's 
target of £fi per cent. 

Editorial comment, Page 13 
Lax, Page 14 
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Prescriptions for a healthy UK economy 


Peter Marsh talks to a Harvard business 
guru who is seeking competitive converts 
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By Peter Marsh in London - 

High-tech entrepreneurs and 
businesses with innovative 
ideas will be the beneficia- 
ries of a shake-up in the 
£ibn (Sl.SSbn) trade and 
industry department budget, 
Peter Mandelson, the depart- 
ment’s chief minister, said 
yesterday. 

The changes appear in a 
paper stating UK govern- 
ment policy on competitive- 
ness to be published next 
Wednesday. Mr Mandelson 
described the paper as a new 
“industrial strategy* to 
encourage companies to 
upgrade their businesses 
using “knowledge-based” 
ideas. 

Initiatives include Ideas to 
boost the use of electronic 
commerce through the inter- 
net. and ways to encourage 
more companies to take up 
scientific breakthroughs at 
universities. 

Mr Mandelson said the 
white paper would be a “pro- 
selytising statement” setting 
out ways to “modernise the 
micro-economy”. The paper 
would be relevant to virtu- 
ally all companies, from 
small start-ups to giants. 
such as Marks and Spencer 
orlCL 


The redirection of the DTI ' 
budget may mean .less-, 
money going towards large 
regional assistance projects - 
to help big businesses rehv 
cate - an area on which, the . 
department now spends 
£100m-£200ma year. 

Mr Mandelso n is » rri w ff 
the paper to make his 
mark in an important, 
area of government activity. 
In the past, he has been 
regarded mainly as a back- 
room political “fixer”. He 
took up bis DTI job in the 
summer after a gov ern ment 
reshuffle. 

Bis bid to move into the - 
centre of economic policy- 
making has led to strains 
with the Treasury, which 
views many of the ideas in 
the policy paper as its own 
preserve. 

Trade department officials 
and -the Treasury were con- 
ducting joint studies on hew 
the tax system might need to 
he chang ed to aid ontrepre- 

1 1 if^hip. 

Tha trade and industry 
secretary yesterday dis- - 
cussed the UK’s position on 
competitiveness with Mich- 
ael Porter, the Harvard Busi- 
ness School professor who is 
an international authority 
on the subject ■ 


M ichael Porter, a profes- 
sor at Harvard Busi- 
ness School and a' 
tending authority on measur- 
ing. economic performance, 
uses an zmschotarfy term to 
describe Britain's poor show- 
ing internationally as a gen- 
erator of wealth. 

-“It stinks." is how he 
describes the UK's lowly 
ranking in most global 
league tables of areas such 
as income per person or 
industrial competitiveness. 

Prof Porter yesterday 
came out with his own anal- 
ysis of Britain’s shortcom- 
ing, which puts the country 
ISth oat of 18 industrial 
nations in terms of its ability 
to derive commercial bene- 
fits from science and tech- 
nology. * 

The UK's ranking in an 
“innovation index”, based on 
such factors as patents and 
research and development 
spending, will by 2006 slip 
further, to. 16th. Prof Porter 
believes - ™i«*« the coun- 
try takes action. 

On this score Prof Porter, 
auth or of Tlui Competitive 
Advantage of Nations , has 
come up with a list of pre- 
scriptions. He delivered 
them last night at a lecture 
in - London organised by 
Merck, the US drugs com- 
pany. and the Confederation 
of British Industry. ' 

He also promoted his ideas 


at a dinner attended by Trea- 
sury nrfWrfaig, and at a meet- 
ing with Peter Mandelson, 
the trade and industry secre- 
tary, Whose white paper on 
competitiveness is to be pub- 
lished next week. 

Prof Porter says New 
Labour is making a reason- 
able start In trying to boost 
UK companies’ competitive- 
ness through focusing on 
ways to boost productivity 
and similar “micro” mea- 
sures. But he reckons the 
government needs to go fur- 
ther in reducing barriers to 
risk taking. “In the UK, 
people say we want more 
entrepreneurs, but we don't 
want them to become too 
rich." he says. 

The Harvard business 
guru would like Britain to 
organise “high-powered 
incentives” to aid entrepre- 
neurs. starting with a large 
cut in capital gains tax, by 
which the Treasury claws 
back wealth generated by 
investments. Prof Porter 
would tike the tax - which 
for high-earners takes effect 
at 40 per cent - cut to zero 
In some cases. 

Another prescription is to 
defray, against tax any 
increases in R&D spending 
made by companies. The 
incremental nature of this 
policy would, Prof Porter 
believes, stop taxpayers sub- 
sidising spending that would 
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have taken place anyway. 

He believes both measures 
would trigger other worth- 
while changes, such as 
increased hinds for venture 
capital. They could also lead 
to more businesses capitalis- 
ing -on scientific break- 
throughs in academic insti- 
tutions - an area in which 
Britain has a poor record. 

This is shown by data link- 
ing international patents (a 
measure of commercially rel- 
evant' technological ideas) 
with citations of scientists' 


work in the technical litera- 
ture. Britain's figure for 
1996, of S7 patents per 1.000 
citations, puts it in 12th posi- 
tion out of 17 countries, 
underlining its weakness in 
converting scientific endea- 
vours into business tsucress. 

Prof Porter would 'like Mr 
Mandelson to take up his 
ideas about helping “clus- 
ters” of related businesses 
learn new ideas or transfer 
their own winning formulas 
to other groups of busi- 


NEWS 


If you need to know what’s moving 
UK, European and Asian ztiarfcets, 
you need AFX NEWS, the real-time 
En glish language newswires that give 
the totestmternational finan&aLapd 
corporate news: 5Vith theresotirces of 
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TIMES INFORMATION and- 
Agence Fritoc^Presse todraw on, 
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deliverable across your intranet, 
extranet or other network to your 
PC, NC or workstation through 
Windows, browsers and proprietary 
applications. ATX NEW&has 
reporter across Europe and Asia 
and in other key markets feeding over 
1500 1 news stories aday direct to your . 
System. So, for independent and 
succinct reporting on economic, . 
corporate and market news, contact 
AFX NEWS direct or your local 
vendor today. 
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Base Rate 


Morgan Granfafl & Co. LimitBd 
announces that its Base Rat* ha& bacn 
ammndad from 6.75% to 6L2S% per annum 
whh offset from Decomber ID, 1998 until 
further notiea. 

All facilities (inducting regulated consumer 
credit agreements) with a rate linked to 
Morgan Grenfell & Co. Limited Base Rate 
will be varied accordingly. 


Morgan BrenfeH ft Co. Limbed 

23 Great Winchester Street. London EC2P 2AX 


NEWS DIGEST 


First minister uses Nobel 
speech for arms demand 

David Trimble, the Northern Ireland first minister, yesterday 
surprised his nationalist rivals when he used his Nobed 
Peace prize acceptance speech to highlight his own par- 
ty’s difficulties over the Irish Republican Army's refusal to 
decommission its weapons. 

White John Hume, the Social Democratic and Labour 
party leader and co-pnze winner, repeated hs grand vision 
of “an Ireland - North and South - playing its rightful role 
in Europe", Mr Trouble used the occasion to repeat his 
demand for a start to IRA disarmament before Sinn Fern, 
the IRA's political wing, could take seats in government. 

On a histone day in the c.tv ball in Oslo. Mr Tumble 
warned "any further delay will reinforce dark doubts about 
whether Smn Fein are dunking from the clear stream of 
democracy or is stiil drinking tram the dark stream of fas- 
cism. H cannot forever face both ways.” He was not pi es- 
cribing "precise dates in quantities", but wanted “n credi- 
ble beginning" to the decommissioning of IRA arms. 

In an impbcit criticism of the SDLP he said: "Is it loo 
much to ask that the reformist party of nationalism, the 
SDLP, support me tn this?" 

The peace award is in recognition of Mr Trimble's and 
Mr Hume's contribution to the Good Friday peace agree- 
ment. But the accolade comes amid continuing wrangling 
over the shape of the Northern Ireland executive and the 
cross-border bodies linking the province and tfiB Irish 
Republic. John Murray Brown, Dublin 


AIRLINE COMPETITION 


Call for greater EU regulation 

A committee of the House ol Lords, the u Detected upper 
chamber of parliament, has called for the European Com- 
mission to be given gi eater powers to regulate airline com- 
petition. saying it would do mote to protect consumers 
than national governments. 

The select committee an the European communities also 
said the system of allocating airport take-off and landing 
slots was anti-competitive and should be reformed. The 
committee said “grandfathei rights", under which airlines 
are granted slots for an indefinite period, discriminated 
against new airline entrants. VJtule the Commission can 
investigate services between the European Union and third 
countries, enforcement of competition regulations lies with 
national governments. Michael Ska pinker, London 


TOBACCO INDUSTRY 


Health plan greeted cautiously 

Government plans to cut the number of smokers by 1.5m 
by 2010 were yesterday given a cautious welcome by 
campaigners and the medical profession, which had 
hoped for tougher action and more regulation. 

The tobacco industry, braced for the worst, welcomed 
the measures to cut under-age smoking. British American 
Tobacco complained only that the government had shirked 
from raising toe smoking age from 16 to IB. Most tobacco 
sponsorship of sport will end by 2003 and Formula One 
motor racing will be allowed to retain cigarette money “if 
and only if tobacco sponsorship funding and advertising 
are already being reduced" Simon Buckby, London 
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Courts & Co’s 
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Australia and New Zealand 
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with effect from dose 
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INTERVIEW JEFFREY XATZENBERG 


When cartoons are 
no joking matter 


ft’s make-or-break time for the DreamWorks co-founder, and 
Lucy Kelfaway encounters him in all his startling intensity 


^^TMt Is four in the 
ft afternoon at the Dor- 
* s - Chester Hotel in Lon- 
don. For Jeffrey Katzenberg, 
one of the founders of 
DreamWorks, It has been 
just an ordinary day. That Is 
to say, from early morning 
be has sat in his suite sip- 
ping mineral water and giv- 
ing one interview after 
another. 

For the past two months 
he has been in fancy hotels 
all over the world telling 
journalists about Prince of 
Egypt, DreamWorks’ first big 
nniiri atari movie which opens 
worldwide neat week. 

Tm having a ball!" insists 
Mr Katzenberg as he shakes 
my hand. “I love all this! 
What we are trying to do is 
so Important!" 

But the sldnny little figure 
in black and grey shows 
none of the usual signs of 
having a ball. Instead, be is 
pulsating with nervous 
energy, displaying a star- 
tling. almost frightening, 
intensity. 

This is make-or-break time 
for Mr Katzenberg. When he 
left Disney four years ago 
and started DreamWorks 
with Steven Spielberg and 
David Geffen his mission 
was to change the way car- 
toons were made. 

Prince of Egypt, which has 
taken four years to produce 
and cost a rumoured $LQ0m 
(£60m), will prove whether 
he can do that 

Based on the story of Exo- 
dus in the Bible, the cartoon 


Is radical, in so far as there 
are no sin g in g animate and 

there will be will be no 
Moses pfllow covers or Red 
Sea lunch boxes. Tngtwui, it 
is a film aimed at what 
{asses for a grown-up audi- 
ence in Hollywood. 

IS he nervous? I ask. 

“Plenty. We are two weeks 
away from the launch and 
no one can tell you how it is 
going to do. I don't know 
what you thought you were 
going to see. But I bet it was 
not what you expected." 

I tgii Hhn i riteWtp car- 
toons but th a t I did like this 
one, up to a point 

“I really, genuinely hope 
you start off your article by 
saying: I hate these movies, 
but here's a newsflash - 
is something new and exeft- 
tagT 

He proceeds to tell me pre- 
cisely what I should say, 
with all the confidence of 
one used to having his 
instructions followed. 

I tell him that after seeing 
the film I checked the Bible 
to discover that the main 
story of the film la nowhere 
In Exodus. 

“You went home and read 
the Bible?" he MM-intm*. “We 
did that to you? Isn't that 
incredible? My mom would 
be proud of me!* 

The fact that I had turned 
to the Bible in a spirit of 
suspicion did not seem to 
register. It is as if Mr Katz- 
enberg is willing the movie 
to work and that everything 
he hears be twists until It 


adds to the hype. 

I ask whether he might 
not be taking what is only a 
cartoon a fait too seriously. 
Be looks irritated. “I don't 
see it as a cartoon film. This 
story is the foundation of 
faith to two-thirds of the 
people on this planet" 

What about his own 
religion? 

T don't want to answer 
that rm proud of my heri- 
tage and my faith. How 


Tve learnt that a 
really competitive 
situation does not 
bring out the 
best In people’ 


important faith is in my 
life Is not the issue In 
the movie. 

“I believe in miracles,'* he 
goes on, getting back to the 
subject in hand. "This movie 
has miracles at its centre. 
There may be many people 
who do not believe in mira- 
cles, but I have not yet found 
one person who does not 
want to believe in them.” 

You have now, I say. But 
this does not fit and he will 
not permit it. 

"Let me tell you some- 
thing." he says emphatically. 
There will be a moment in 
your life when you will want 
to believe in miracles. Fm 


telling you. Trust me." This 
line of conversation seemed 
to be going nowhere so I 
asked about DreamWorks. 

He tells me they are hav- 
ing a great year, miraculous, 
almost I ask if he Is more 
committed to DreamWorks 
than he was to Disney as a 
result of putting $33m into 
the company and mortgag- 
ing his three substantial 
homes. 

“No! I’ve gone into work, 
with gusto and passion 
every day since I was 14 
years’ old. I loved every day 
at Disney. I loved working 
with Michael Eisner." 

That is a little surprising, 
given that his departure 
from Disney (prompted by 
the fact that he had been 
passed over for the job of 
president) caused an ugly 
and public split with Mr Eis- . 
ner, and Mr Katzenberg is 
now suing Disney for f2S0m. 

So are the bridges mended, 
then? 

“Mine are," he snaps back. 
“I can't answer for his.” ami 
he gives a little laugh. 

Is be going to get tbe 
money? He sighs. 

“They are still fighting. 
But m get it You know the 
healthy thing about all this 
is that I have put the matter 
in other people’s hands and 1 
am not wasting energy and 
effort on it That's about the 
past For me, this is about 
the principle, not about the 
money. I live a blessed life 
style. I never see a nickel. 
It’s about truth, justice and 
the American way!” 

Strewth, I thought 

“I had a contract And i 



Kstzsnberg: *1 have gone kite work with gusto and psaworr every day shea i was U* 


want it honoured. I won't 
let go. I won’t let go if 
it takes me 40 years. 
I will not let go!” 

So I ask about the claim 
by Pixar and Disney that Mr 
Katzenberg stole the idea for 
the DreamWorks fifan Ante 
from the Pixar film cm the 
same theme, A Bug's Lift. 

He takes a two-second 
pause, which for him is a 
long one. 

Tve learnt that a really 
competitive situation does 
not always bring out the 
best in people," be says, sud- 
denly very much the grand 
old man. They get very ner- 
vous, anxious, paranoid. It 


causes people not to act com- 
pletely rationally.” 

Does competition never 
have that effect on him? 

“No! I don't allow myself 
to get caught up in that. 
You’ve read a lot about me." 
he states. "And one thing 
yon would find consistently 
about me..." - I try in vain 
to guess where this sentence 
is going - "...is that I have a 
tremendous sense of integ- 
rity in the way I conduct 
myself." 

But wfaat about theptegia- 
. rism accusation? 

That’s just my point It’s 
like asking me to deny that F 
beat my wife. I wo nt do it 


It's particularly disappoint- 
ing because the guys who 
are slinging the mud, I gave 
them the opportunity to get 
into the business. I sup- 
ported them 'financially and 
creatively." 

So. I said, you are bitter.- - 

"No! 1 am too strong 
to be bitter. Bitter is not 
a good 'erb to be carrying 
inside yourself." 

Did he mean herb? 
As in cooking? 

I say that he seems to 
have the perfect personality 
for this rough, tough movie 
- business. - 

“Yahl" he agrees, and 
holds out a skinny, hairy 


AsWey Ashwocd 


wrist. Touch that," he 
orders. Gingerly, 1 do so. It is 
surprisingly warm. “Rhino." 
he says. "It’s rhino skin. Do 
you know how bard it is to 
penetrate rhino skin? 

“They’ve been slinging 
stuff at die tor the last eight 
weeks. But 1 don’t care. It's 
about my work moving for- 
ward.” Something then tells 
him that my allotted time is 
up. 

"Goodbye," he says with- 
out preamble. I make a 
• pleasantry, but already be 
.has. dismissed me. I am in 
the past, and the future is 
waiting at the door. 


Great homecomings guaranteed. 
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INFORMATION TECHNOLOGY HELPDESKS 


Software solutions 
to hard questions 


Companies realise that a well-organised 
system is the one of the keys to - 
retaining customers, says George Cole 



Why are so many 
telephone helplines 
anything but helpful? 
All too often you have to 
negotiate a confusing inter- 
active phone system or be 
subjected to electronic music 
before speaking to someone. 
Then, after explaining your 
problem to the helpdesk 
operator, you are passed to 
the wrong person. 

Such situations may soon 
become rarer thanks to the 
growing use of helpdesk soft- 
ware. Internal helpdesks 
have been used by compa- 
nies for years, solving staff 
information technology (IT) 
problems, but now attention, 
is fuming to the so-called 
front office, which deals 
directly with customers, and 
the external helpdesk. 

“More and more compa- 
nies are using external help- 
desks. They used to be tbe 
province of high-tech sectors 
like the compute 1 industry, 
but now we’re seeing them 
being used by utilities com- 
panies, financial organisa- 
tions and telecommunica- 
tions companies,” says 
Cassandra MUlhottse, a con- 
sultant at Ovum, an rr and 
telecommunications analyst 
group- 

The Aberdeen Group, a 
research organisation, says 
the worldwide helpdesk soft- 
ware market is growing by 
an average of 38 per cent a 
year, and is expected to be 
worth about $4.78bn in 1999. 
“Companies used to compete 
on cost, but now they com- 
pete oh knowledge ■- and 
that Includes knowing your 
customer," says Robert Wall- 
bridge, vice-president of 
Vanttve (UK), a front office 
software provider. He addy 
“It costs up to 12 times as 
modi to acquire a new cus- 
tomer, as it. does -to retain 
one. A Mg company can lose 
lfl-12 pw cent of its customer 
base each year." 


But how can helpdesk soft- 
ware help a emripany deal 

with its customers? Some 
programs can be linked to 
the Calling Line Identifica- 
tion (CLI) system used on 
many digital phone lines. 
This allows the number of 
the caller to be displayed on 
a PC screen before the call is 
taken. Tbe number ram be 
matched with customer 
information held on the com- 
pany's database. 

This information could 
include the callers’ names, 
their companies and the 
record of say, the last five 
calls each one haw made to 
the company. 

The software may also 
allow the customer’s infor- 
mation screen to be passed 
on to another person in the 
group, along with details of 
the current problem. 

Helpdesk software may be 
Mked to tbe company's field 
service department, allowing 
rapid dispatch of a service 
engineer. “Integration is the 
key to the success of help- 
desk software. It needs to be 
connected to -the relevant 
company databases,” says 
Rick Powles, business 'uiiit 
director of the database 
software company Oracle.- 

But Nod Bruton, a help- 
desk consultant, wains that 
helpdesk software is not a 
panacea: Too many compa- 
nies think that if they buy 
helpdesk software it will 
solve all their problems. 
But you've got to have 
organised processes in place 

all you get is corn^ 

puterised chaos." 

The Internet Is set to play 
an important role In help- 
desk management. “Half the 
people shopping on the Inter- 
net never complete the 
tr ansaction. They want to 
speak to someone at the call 
centre before putting their 
credit -card through," says 
Carl Sommerfeld, prod u S 


manager at Oracle. The 
answer to this may be “help 
yourself help”, with custom- 
ers given access to a web 
site for- the most frequently 
asked questions and 
answers. 

David McKay, vice-presi- 
dent of marketing at Baan, 
the Dutch business software 
company, says the company 
has licensed a technology 
that tracks a person as they 
■ move through a company 
web site and then passes on 
this information to a help- 
desk agent: “If the person 
calls the company, the agent 
could say 1 see you've been 
looking at our shirts, how 
about we look at this range 
together?’ and both cus- 
tomer and agent could view 
the same web pages 
together”. Baan plans to 
incorporate the technology 
in future versions of its front 
office software. 

Scottish company Altor is 
working with Paisley Uni- 
versity on a project funded 
by the UK’s Department of 
Trade and Industry, which 
could make helpdesks even 
□lore efficient. The project 

involves placing bar-code 
tags on pieces of equipment 
(such as a computer moni- 
tor). The bar codes would ' 
contain information, such as 
the device, model number, 
manufact urer and location. 

A service engineer collects 
the data with a scanner and 
Puts it into a laptop PC. It Is 
toen sent to -the helpdesk 
database via the Internet “If 
the customer calls about a 
fault, the .helpdesk .can. 
instantly call up all the rele- 
vant information, on their 
«jeen." says Erick- jtfacKay, 
Alters managing director. 

Altor plans to- develop an 
automated helpdesk call sys- 
tem. A device fitted on a 
company’s network would - 
detect problems with equip- 
ment on the network, and 
send this information, to a 
helpdesk. This certainly 
heats hanging on the line 
and listening to music. 
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Susan Moore 

admires the artistic 
taste of Philip II, 
whose 400th 
anniversary is being 
celebrated in Madrid 

Philip JJ of Spain was the 
consummate Renaissance 
prince. A host of Shows, 
commemorating: the 400th 
anniversary of his death, pay 

tribute to his interests in sci- 
ence, art. architecture,^ ^horti- 
culture, in rare books and 
manuscripts, and the won- 
ders of the natural world. He 
ranks among the greatest 
patrons and connoisseurs of 
16£b century Europe. His pio 
'jture collection alone com- 
prised over 14*00 Items, 

■ Including some 30 Titians, 
and laid the foundation for 
one of the great art galleries. 

That makes the Prado the 
most obvious place to stage 
an international art. exhibi- 
tion devoted to the so-called 
Prudent King. The problem 
for the Spanish gallery-going 
public is that most of the 
exhibits are familiar from 
their permanent display in 
Madrid in one institution or'; 
another. Despite its many 
glories, and some spectacu- 
lar loans, of paintings and 
sculpture, of Brussels tapes- 
tries, Augsburg armour and 
the treasures and curios of 
the Wunderkammer the 
show has foiled to bring in 
the crowds. 

It may be significant that 
this exhibition is not about 
art at all, but rather its role 
in a Renaissance court - an 
exercise only possible 
thanks to the exceptional 
amount of surviving docu- 
mentation. Kingship may 
not be the most promising- 
subject for an art exhibition, 
but the -king in question 
probably had the best eye in 
Christendom. 

His collection embraced 
the likes of the - literally - 
ravishing, erotically charged 
mythologies of Titian and 
Correggio - contrastingly 
cool and sultry Danaes 
receive their lovers in the 


form of showers of gold - 
plus astounding Netherland- 
ish primitives and quantities 
of Htenmyinous Bosch. Mak- 
ing the point is one of the 
first works of art we encoun- 
ter. Rogier van der Weyden’s 
greatest masterpiece. The 
Descent from the Cross, case 
of a number of early Nether- 
landish pictures inherited 
from Us aunt, Mary of Hun- ' 
gay- 

Phltip developed a taste 
for tins old art - and contin- 
ued to acquire the work of 
the Netherlandish' Primi- 
tives, from glowing MtynKwg 
triptych* to Patizrir’s 
enchanting "Rest on the 
FBgbt into Egypt" with its 
miracle of the cornfield and 
the tiny pair of gold feet on a 
stone orh What be could not 
buy, he had copied. These 
were almost exclusively the 
focus of his own devotions. 

The exception was the 
work of Titian. In the ora- 
tory of the Alcazar in Mad- 
rid, Philip prayed before the 
Venetian’s “Ecce Homo"; for 
the chapel of his private bed- 
room be chose another pow- 
erful suffering Christ, carry- 
ing the Cross in blood-red 
robes. 

Titian, too, was called 
upon to furnish Philip with 
appropriate portraits, and an 
impressive sequence of pic- 
tures reflects the power of 
the brush as royal imago- 
maker. Antonis Mar's por- 
trait is a study of princely 
magnificence, the royal per- 
sonage s um p tuousl y in 
bejewelled black velvet and 
golden sQk, the Order of the 
Golden Fleece around his 
neck. Titian presents ftm* in 
martial mode although, 
unlike his father the 
Emperor Charles V, be 
steered dear of any action. 
He had the good taste and 
Ihe good ' fortame, . given his 
slight build and jutting 
Bapaburgjaw. to have Titian 
transform him into an classi- 
cal god, and have Leoni cast 
him as a classical hero. 

- ■ The iconography of Lean- 
i’s Hfesize bronze is obvious. 
In his Roman armour, Philip 



The mors alarming face of Spanish Counter Re t on waB an adownn under Phfflpe *Portraft of the InquMtor* by B Greco 


is presented as an heir to the 
emperors of antiquity at a 
time when his father was 
promoting his son’s claim to 
succeed Mm as Holy Roman 
Emperor. One of the most 
impressive sights is the 
sculpture gallery of Iifosize 
Hapsburgs. Its centrepiece is 
that tour-deforce of imperial 
propaganda. Leoni’s larger- 
than-life bronze, "Charles V 
and Fury Restrained”, the 
emperor as Augustus van- 
quishing fury to Initiate 
peace. The suit of armour 


can be removed to reveal 
Charles V in full, heroic 
nudity. 

Familial piety was a 
strong Hapsburg suit. One of 
the reasons for Philip build- 
ing the Escorial, for 
instance, was to house the 
bodies of bis entire family. 
Their commemoration here 
and in the family portrait 
gallery he created at the 
royal residence of El Pardo 
on the outskirts of Madrid 
can be seen as a physical 
manifestation of a dynastic 


right to rule a collection of 
principalities and kingdoms. 

The show reveals Philip as 
obsessed with the presenta- 
tion of his own image - and 
only rivalled in this respect 
by his English adversary. 
Elizabeth L In the "Allegory 
of the Battle of Lepanto" of 
1571. a victory for the Holy 
League neatly combines 
with a dynastic triumph, the 
birth of an heir. El Greco's 
portrait of the bespectacled 
Inquisitor, Cardinal Fern- 
ando Nino de Guevara, rep- 


resents the more alarming 
face of Spanish Counter-Ref- 
ormation zealous ness. El 
Greco did not win the king's 
lasting favour, but it is a tes- 
tament to Philip’s gift for 
spotting a winner that he 
alone among the giants of 
16th century art slipped 
through the net 


Phfffp fit A Renaissance Prince, 
sponsored by the Fnndacton 
Caja de Madrid, continues at 
the Mnseo National del Prado, 
Madrid, imtfl January ID, 1999. 


Mozart and the buried treasure syndrome 


Pierre Ruhe finds a collaborative opera, The Philosopher’s Stone’, unearthed in Boston 


t liitions 
:stions 




j 


fit September 1790. Emanuel 
Schikaneder and his theatre 
in suburban Vienna pro- 
duced the opera Der Stem 
der Weisen ( The Philoso- 
pher's Stone, % using his own. 
libretto. Five composers - 
most of them obscure today 
- contributed to the score: 
Schikaneder. Johann Baptist 
Henneberg, - Benedikt 
Schack, Franz Xaver Gerl, 
and Wolfgaug Amadeos Moz- 
art 

The approximately, seven 
minutes of music attributed 
to Mozart coming near the 
end of the opera’s two and a 
half hours, seemed enough 
to compel a modem day 
premiere in Boston’s Iordan 
Hall of the New England 
Conservatory. 

We can be deeply suspi- 
cious of the burled treasure 
syndrome, where music long 


In the shadows comes to 
light once again- AH too 
often it’s immediately appar- 
ent why - whatever its 
dated charms - the work 
never endured in the reper- 
toire. And a collaborative 
opera has obvious potential 
to suffer uneven quality. 

Instead The Philosopher's 
-Stone, in the Boston 
Baroque's concert perfor- 
mance, was delightful as an 
evening of music - partly 
because it was substantive 
and a recognisably direct 
precursor to TheMogtc Flute 
- and partly because even 
second-rate Mosartiari music 
can be a lot of fun. 

Sections attributed to Moz- 
art did net-sound distinctive, 
aud it's dear that this team 
of composer-performers 
(Schack sang the original 
Taurine; Gal the first Saras- 


tro; Schrneder -the Papa- 
geno) were skilledenough to 
hide the seams in their 
work. 

The plot of a l9th century 
Viennese fairy-tale opera 
was constructed by formula, 
and win be as familiar as 
The Magic Flute. A pair of 
nobles endure hardships 
brought down upon them 
and admirably save them- 
selves through love and vir- 
tue. Meanwhile a rustic cou- 
ple must navigate 
complications of their own 
doing, or at least due to their 
own weakness and foibles. 
Magical animals, sorcerers 
and comic errors fill in the 
plot. In the end. an get their 
proper reward: 

And the concert perfor- 
mance by Boston Baroque 
left an enduring impression. 
Martin Pearfman conducted 


a fine chorus and period-in- 
strument orchestra. The cast 
was convincing if generally 
only vocally adequate. 

Soprano Judith Lovaf sang 
the noble Nadinnfa Famine 
counterpart) -and tenor Paul 
Austin Kelly was Nadir (like 
Tamjno). As intended from 
the plot, most endearing 
were Kevin Deas- as the 
groundskeeper Lnbano 
(Papageno) with Jane Gier- 
ing-De Haan as his Luban- 
ara. Sharon Baker, Kurt 
Strait and Alan Ewing sang 
the principal non-mortal 
roles. Narration in English, 
written by Robert Scanlan 
and delivered with panache 
by AIvin Epstein and Car- 
men da LavaHade, replaced 
the original German dia- 
logue. 

This performance used the 
edition prepared by David 


Buch, an Iowa scholar who 
made tbe Mozart discoveries 
while rummaging around a 
library in Hamburg two 
years ago. There he found 
an unknown copy of the 
The Philosopher's Stone, 
recently returned among 
archives seized as Soviet wax- 
booty. 

Stone had previously been 
attributed solely to Henne- 
berg, but the manuscript 
Buch found included the 
names of the five composers 
and the sections they con- 
tributed. . “Von Mozart" 
appears above the duet "Nun 
liebes weibchen” - which is 
included in the Philips Com- 
plete Mozart Edition, 
although its authenticity 
was still debated. 

His name also appears 
above portions of the act two 
finale, although if iris dear 
where Mozart’s contribution 
begins, it is not clear where 


another composer's took 
over. Further, there are 
chances that one composer 
started a section only to 
have it completed by 
another. Researching a book 
on fairy-tale operas of the 
late 18th century, Buch also 
found Mozart’s name con- 
nected to another opera from 
the same players, Der Wo W- 
taiige Demisch (The Benefi- 
cent Dervish), 

A recording was being 
made in Boston just after 
these likable performances, 
and is scheduled for release 
on Telaru this spring. Much 
of the strength of The Philos- 
opher's Stone comes not from 
tbe smattering oF possibly 
Mozartian music, but in the 
appeal of its light-hearted 
Singspiel style, one that 
Mozart borrowed for The 
Magic Flute Thus in addi- 
tion to its commonly-known 
Masonic imagery, scholars 
must now place The Flute 
solidly among the well- 
boned traditions o£ Viennese 
fairy-tale operas. 


i I 


Lessons from 
life and death 


THEATRE 

Shadows 

The PB, Barticm, Landau EC2 

What a bright idea it was of 
John Crowley to pot these 
three one-act plays together 
for the RSC. Seen on their 
own, these short Irish 
dramas by Synge and Yeats 
might look a tittle curious 
to our eyes now - however 
venerated; presented as a 
trilogy, they throw 
interesting shadows across 
<me another. The evening is 
ordered so that the comic 
piece is in the middle, 
breaking up the intensity of 
the plays either side, but it 
gathers in depth as it goes. 

The halting theme of the 
plays is death: the way the 
deed haunt the living and 
tbe living deal with the 
deed. To our culture at the 
other end of tbe 20 th 
century, this in itself is 
fascinating. Riders to the 
Sea. the first of the three, in 
particular, deals with a 
terrible tragedy - a 
woman's loss of two sons to 
tbe cruel sea - but more 
significantly, with her 
reftxsal to give her blessing 
to the Iasi one as he 
departed. And while each 
play focuses cm tbe dead, 
what you emerge with is, a 
lesson about filing. You 
certainly cone away with a 
notion of the harshness of 
life and cruelty of choice 
faced by Irish peasants at 
the turn of the century. 

In Riders to the Sea. we 
are in a household steeped 
In grief, where the mother 
has lost her husband and 
five sons to the sea and is 
about to lose her sixth. On 
Angela Davies’s spartan set 
of bare boards, a table and a 
chest the poverty and 
precariousness of the 
family's life Is tangible. 
Stella McCusker gives a 
wonderful performance of a 
woman so worn away by 
loss that there is almost 
nothing left to give, and we 
never know whether her 
refusal to bless her son's 
departure is hard- 

beartedness, or a desperate 


signal to him not to leave. It 
is a sombre piece that never 
lifts fora moment, and the 
cast admirably sustains tbe 
dark atmosphere to tbe fast, 
when a soil of peace finally 
descends upon the bereft 
mother. 

The comic mood in tbe 
second piece. Synge's The 
Shadatc nj the Glen, comes 
as a great relief - although 
the message in serious 
enough. Here, the master of 
(he house plsj, s dead to 
discover the truth about his 
wire and, sure enough, she 
is soon entertaining a tramp 
and being proposed to by 
the fellow up the path. Bat 
her husband never realises 
how much truth he is, 
revealing about himself - or 
bow she might react. It is 
dear that Synge 
sympathises with this 
spirited, proud young 
woman married to a grumpy 
»ld man and condemned to 
intense loneliness, indeed 
almost a living death. Again 
it the harsh choices faring 
the living - particularly 
women - that strike ns. It is 
very enjovahly acted and 
Mturrad McKinley is 
excellent as the fiery Nora. 

The lost play is perhaps 
the most difficult to bring 
uff, and the most 
unsatisfactory in this 
production. Yeats's 
Purqattnv is symbolic, spare 
and odd. Here a man brings 
his son to the ruins of the 
house where he was born, a 
place be feels to be haunted 
by the spirit of his 
remorseful mother. Whether 
it is, or whether it is he who 
fills it with spirits, is hard 
to suy. but with its empty 
stage, concentrated action 
and distilled dialogue, the 
play is almost Beckett-like. 

A degree of its power is 
conveyed here, but not all. 
Lalor Roddy, playing the 
Old Mao, doesn't carry ofT 
that intensity that is so 
difficult to do in earnest. 

But altogether, this is a 
thoughtful evening, 
beautifully staged - and a 
word should go. too. to 
Martin Furey and Gary* 

Lowe on the pipes, bodhran 
and, most appropriately, the 
bones. 



Excatont as the fiery Mora: Mariead McJCfnfey 
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AMSTERDAM 

exhibition 

Rijksmuseum 

Tel: 31-20-673 2121 
Adriaen da Vries {1566-1826): 
Imperial Sculptor. Major 
exhibition celebrating the work of 
the Dutch sculptor, who worked 
for Emperor flucktfll and other 
European courts; from Dec 12 to 
Mar 14 

OPERA 

Netherlands Opera, Hot 
Muzfefcthestar .. 

Tel: 31-20*518611 ■ / 

The Queen of Spades: by 
Toftaflcovsfcy. Conducted by 7 
i Semyon Bichkov la anew ■ _ 

.ft staging by Lev Dod&g Dec 11, _ - 

•I: : - 

: ’t 'BERLIN • • 

CONCERTS ■ 

Konzerthaus 
TeL' 49-30-203090 
• Beriin Symjrtwny Orchestra: 
conducted- byOtto Ruthenbergin 
Mendelssohn’s Paukis oratorio, 
with tftePro MuacaChotrr 
Dec 12- 


• Rundfonk-Sinforo 
Beriin: conducted by Robin 
Gritton in Handel's Messiah, 
with the Rundfunkchor Beriin; 

Dec 14 

OPERA 

. Staafsoper unter den Linden 
Tek 49-30-2035 4555 
Yww.stBatsoper-bernn.org 
Siegfried; by Wagner. Conducted 
by Barenboim hi a staging by 
Kupfer, with a cast Including 
John Tomfinson; Dec 11 

BONN 

EXHIBITION - 
Kurort- imd AussteBungshaHe 
der Bundesropubflk 
Deutschland 

Tel: 49-228-917 7200 
www.kah-borm.de 
. High' Renaissance in the Vatican: 
Art and' Culture at the Papal 
Court (1503-34)- The eariy 18th 
century saw Rome estabfeh itself 
as the centre of art in Europe: 
too Vatican commissioned work 
from such great artists as .. 

. Leoriaifdb tia Vinci. Mchelangeto 
and Raphael. This exhibition 
displays some of the 
masterpieces that resuiteCL as 
we# as detailing the contexts In . 
which they were produced; from 
Dec 11 to Apr 11 


CHICAGO 

OW5RA 

lyric Opera of Chicago 

ftt 1*12-332 2244 . 
wwwJyricopera.ofg 
Rise and Fan of the City of 
Mahagormy: by Kurt WelH, 
Ubretto by Bertolt Brecht 


Conducted by Syfvain. 
Cambre&ng. with a cast including 
Catherine Maffitano and Kbri . "■ 
Begley; Dec 13 

DUBLIN 

THEATRE 
Abbey Theatre 
Tet 353-7-676 7222 
The Rivals: by Sheridan. New 
production directed by Brian 
Brady and designed by Conor 
Murphy, with lighting by Trevor 
Dawson; to Jan 23 

FRANKFURT 

OPERA . 

Oper Frankfurt 

Tet 49*9-21237 399 

wwwJrankAirt-business.de/cv3er 

• Die Zauberflfte: by Mozart 
Conducted by Guido Johannes 
RUmstadt In a staging by Alfred 
Kirchner. With acast including 
Britta StaUmeister and Kirsten 

Blanck; Dec 12 . 

• Eugene Onegin: by 
TchaUrovsky. Conducted by 
Catherine ROckwardt In a staging 
by -Rosamund Gflmore. with sets 
and costumes by Carl Friedrich 
Oberie; Dec 11. 13 


HONGKONG 

DANCE 

Sha Tin Town Hall 
Swan Lake: by Tchaikovsky. 
Performed by the Kirov Ballet; 

pec 11 , 12 

LONDON 
-CONCERTS 
Barbican HaS 


Tek 44-171-638 8891 . 

London Symphony Orchestra; Sir 
Cofln.Oauis conducts a series of 
works by Elgar; Dec 13 

Queen Bizabeth Hall 
Tel: 44-171-960 4242 
Jugaibandt: Hindustani and 
South Indian classical music 
performed by musicians from 
India, North America and Britain; 
Dec 11 

OPERA 

English National Opera, 

London CoGseum 
Tel: 44-171*32 6300 

• Boris Godunov: by 
Mussorgsky. Conducted by Noel 
Davies in a new staging by 
Francesca Zambeflo, with sets by 
Hildegard Bechtler. Gidon Saks 
sings the title role; Dec 11 

• LaTraviata: by Verdi. 

Jonathan Mater’s production 
includes Sandra Ford and 
Christopher ^Booth-Jones among 
the cast Paul Daniel conducts; 
Dec 12 

MANCHESTER 

CONCERT 
Bridgewater Han 

■Tek 44-181*07 9000 
HaJte Orchestra: performing 
Bgar/Payne’s Symphony No 3. 
Mark Bderconducts; * 

Dec 17 

MUNICH 

CONCERTS 
Philharmonie Gasteig 
Tet 49*9-5481 8181 

• Munich Philharmonic 
Orchestra: conducted by Daniele 


GattJ In works by Berg, Wagner 
and Hindemith. With 
mezzosoprano Marilyn Scrimtege; 
Dec 16. 17 

• Rundfunkorchesler des 
Bayerischen Rundfunks: 
conducted by Heinz Hennig In 
worics by Bach, Schubert and 
Mendelssohn-Bartholdy; 

Dec 13 

• Symphonieorcheetar des 
Bayerischen Rundfunks: 
conducted by Rafael Fruhbeck 
de Burgos in works by Brahms, 
Ravel and Falla. With piano 
soloist Alicia de Larrocha; 

Dec 11 

• Tschaikowsky-Symphonie- 
Orchester cites Moskauer 
Rundfunks: conducted by 
Vladimir Fedossejew in works by 
Dvorak and Tchaikovsky. With 
cede soloist Mischa Maisky; 

Dec 15 

NEW YORK 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tat 1-212-362 6000 
wwwjnetapera.org 
Lucia di Lammarmoon by 
Donizetti. Naw production by 
Nicolas JofiL Ruth Ann Swenson 
sings the title role and Carlo Rizzi 
conducts; Dec 11, 15 

PARIS 

CONCERT 
SaHo Pteyel 
Tek 33-1-4581 6569 
Orchestra de Paris: conducted 
by Wolfgang Sawallisch in 
works by Beethoven. With 
soprano Susan Anthony, 


mezzo-soprano Marjana Upovsek 
and tenor Wolfgang Bunten; 

Dec 12 

OPERA ’ 

Opera National de Paris, Opera 
BasttHe 

Tel: 33-1-4473 1300 
www.opera-de-paris.fr 
The Merry Widow: by Franz 
Lehdr. Conducted by Armin 
Jordan mid with a cast including 
Frederica von Stade and Hakan 
Hagegard; Dec 12 

Th&ktre des Champs Bys6es 
Tel: 33-1-4952 5050 
The Magic Flute: by Mozart 
Jean -Claude MaJgoire conducts 
and the staging is by Pierre 
Constant With La Grande E curie 
et la Chambre du Roy and the 
Maftrise du Centre de Musique 
Baroque de Versailles; Dec 11. 

13. 15 

PRAGUE 

DANCE 

Natkmai Theatre of Prague 
Tet: 420-2-2108 0131 
www.anef.cz/hcf 

The Nutcracker by Tchaikovsky, 
in a staging by Russian 
dtoreographer Jun/ 

Grig oro vie, with sets and 
costumes by Simon Wsaladze; . 
Dec 17 

OPERA 

National Theatre of Prague 

Tet 420-2-2108 0131 

www^neLcz/nd 

The Davit and Kate: by Dvorak. 

Conducted by Jan Stych in a 

staging by Marian Chudovsky, 

with sets and costumes by Adolf 


Bom; Dec 12 


SAN FRANCISCO 

OPERA 

San Francisco Opera 
Tel: 7-475-864 33 30 
Peter Grimes: by Britten. 
Conducted by Donald Runnides 
in a staging by John Copley; Dec 
11. 13 

VIENNA 

OPERA 

Staatsoper 

Tel: 43-1-51444 2960 

Aida' by Verdi. Conducted by 

Viatti, with a cast tnducftng CMga 

Borodina; Dec 13, 16 

TV AND RADIO 

• WORLD SERVICE 

BBC Wort 4 Service radio for 
Europe can be received in 
western Europe 0.1 med-jm wave 
648 kH2 (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 

Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
1330: Business Asia 
19.30: World Business Today 
22 . 00 : World Business Today 
Update 

• Business/Market Reports 
05:07; 06:07; 07:07; 0820; 09-^0; 
1020: 1120; 11:32; 1220; 1320; 
14:20. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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FINANCIAL 1BV1ES 


A stitch in time 


Robert Chote charts the ascendancy of interest rate 
‘activists* at the Bank of England 



H aving been critic- 
ised for raising 
British interest 
rates too slowly 
during the early months of 
its independence, the Bank 
of England is wasting no 
time getting them down. 

The Bank’s monetary pol- 
icy committee voted yester- 
day for a half point cut, the 
third reduction in as many 
m onths. The committee said 
the downside risks to growth 

and Inflation had increased 

since the publication of its 
Inflation Report in Novem- 
ber. Rates had therefore 
been cut “to keep prospec- 
tive inflation on track to 
meet the 2.5 per cent target". 

Rates have now fallen by 
L2S percentage points since 
October. This has taken the 
repo rate back to the &25 per 
cent that the Rank inherited 
ftom Gordon Brown, the 
chancellor, when he surren- 
dered control of monetary 
policy in May last year. 

The contrast between the 
rise and fall in rates that has 
taken place since the Bank 
gained independence is 
marked. On the way up the 
Bank never moved in steps 
of more than a quarter-point 
and it took 13 months to get 
to the peak. On the way 
down rates have twice been 
cut by half a point and it has 
biiton just three to 

cover the same ground. 

This difference illustrates 
how interest rate “activists" 
have gradually gained the 
upper band on the commit- 
tee. The membe rs with aca- 
demic backgrounds tend to 
believe that interest rates 
should be adjusted quickly 
In response to changing eco- 
nomic conditions, even if 
this means that a move 
might need to he reversed. 

The “wait and see" school 
Is wary of this approach, as 
befits the traditional caution 
of career central bankers. It 
fears that chopping and 
changing rates creates 
uncertainty in financial mar- 
kets, making it difficult for 
policymakers to send dear 
signals. The committee’s 
credibility might also be 
undermined if it admits a 
mistake. 

Public perception and eco- 
nomic theory favour differ- 
ent camps in thin dph stp, as 


Borimss confidence fakes a (five 

Do jqu thfaktatte genaf aamnfc cariboo tft* crafty *■ topm* stay 

taansorgetmneflwrlunntlZnatiikiff fii) . . 
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Professor Charles Goodhart, 
one of the independent 
experts on the committee, 
explained in a recent lecture. 

Non-economists think 
changes of mind “are to be 
deplored and castigated as 
evidence of error, irresolu- 
tion and general incompe- 
tence”. But economic theory 
suggests they should take 
place four times as often as 
they do in practice. 

The debate between the 
two schools has surfaced on 
several occasions over the 
past 18 months. But the min- 
utes of November's meeting 
demonstrated the degree to 
which the activists now 
seem to have brought their 
colleagues on board. 

Eight members backed a 
half-point rate cut, with 
fiber-activist Professor 
Willem Bui ter even favour- 
ing a 75 basis point reduc- 
tion. Hie minutes noted that 
the rate cut might have to be 
reversed If average framing s 
data were revised upwards, 
but “tint was not per se an 
argument for moving in 
small steps now”. 

However, there Is more to 
monetary policy activism 
than a willingness to risk 
reversing decisions. A differ- 
ent, but related, question is 
whether a desired change in 
interest rates should be pur- 
sued in a few large steps or 
several small ones. ! 

This is relevant if the com- 
mittee is now trying to move 
Interest rates back towards 
“neutral”. DeAnne Julius, 
the most consistent dove on 
the committee, has been 
arguing since May thfo 


is what needs to be done. 

Identifying a "neutral” 
interest rate is not as easy as 
it sounds. One approach is to 
add the policymakers’ 
desired 2£ per cent inflation 
rate to the average real for 
inflation-adjusted) interest 
rate seen in recent years. 
Real interest rates have typi- 
cally varied between 3 and 4 
per cent, which implies a 
neutral interest rate 

of 5.5 to &5 per cent 

But where should actual 
interest rates stand relative 
to this neutral rate at any 
particular point in time?. 
Many economists use the 
so-called “Taylor Rule" to 
answer this question. This 
says that interest rates 
chnniri differ from their neu- 
tral level by one-half of the 
deviation in national output 
from its “trend” level and 
one-half of the deviation in 
inflati on from its target. 

The Treasury argued in its 
Pre-Budget Report last 
month that output was 
barely above its trend leveL 
With inflation exactly on tar- 
get at 2.5 per cent, this 
implies that Interest rates 
should be at their neutral 
level. On this basis rates are 
at or only slightly above 
their appropriate leveL 

Having said this, Monnwir 
growth is expected to fall 
well below its Z2S per cent 
trend rater next year, which 
will take -output below its 
trend leveL According to the 
Taylor rule, this implies that 
further interest rate cuts 
will be appropri a te in com- 
ing months if inflation 
remains at or below target 


The Bank noted yesterday 
that falls in commodity 
prices were set to reduce 
import costs and inflationary 
pressures directly. But this 

could be offset by the effects 
of a weaker pound. 

The finam&ii markets cer- 
tainly expect rates to fall 
Anther. The short-sterling 

futures contract suggests 
that rates are likely to be cut 
by at least another half-point 
by the end of the first quar- 
ter next year. 

The Taylor rule has 
tracked interest rates in 
large economies quite effec- 
tively in recent years, but it 
is of limited assistance as a 
detailed guide far policy. Not 
only are estimates of the 

appropriate real interest rate 
uncertain but so are- esti- 
mates of the deviation of 
output from trend. If the 
economy’s output is further 
above the trend level than 
the Treasury believes, then 
interest rates should still be 
above their neutral rale: 

These uncertainties will 
have been in the minds of 
the MFC as it pondered yes- 
terday’s decision. But. of 
more immediate importance 
was the way that events 
have turned out since the 
Rank published its Inflation 
Report last month. 

The Bank expected the 
economy to show signs of 
greater weakness, but Its 
performance has been worse 
than expected. Business and 
consumer surveys paint an 
almost universally gloomy 
picture. With MORTS annual 
survey of captains of indus- 
try showing Car greater pes- 
simism. about the prospects 
for the economy than it 
reported In the ran up to the 
early 1990s recession. There 
is also growing evidence that 
companies have accumu- 
lated excess stocks erf unsold 
goods which they will wish 
to dear. Adjustments of this 
type can slow . economic 
growth abruptly. . 

If this happens, the com- 
mittee may well conclude 
that interest rates .should be 
cut some way^tbaloos their 
neutral rate to prevent a 
mild technical recession 
becoming something worse. 
The lesson of the last three 
months is that is they will 
not waste time in doing so. 


LETTERS TO 
UK government’s economic illiteracy 


From Dr John Weils. 

Sir. the attempt in your 
editorial ("United they-faU", 
5 December) to defend the 

gov e rnment's remit to the 
Rank of England’s monetary 
policy committee from the 
c har ge that it risks impart- 
ing a deflationary Mas to the 
real economy is unconvinc- 
ing. • 

You argue that, since the 
UK ^nflatinn target Is sym- 
metrical. in situations where 
the economy is subject to 
either positive or negative 
demand shocks, using mone- 
tary policy to target inflation 
tends to stabilise output and 
employment as well 

However, while the infla- 
tion target is symmetrical, 
the economy - in particular 
the relationship between 
employment/ unemployment 
and inflation in the region of 
the non-accelerating infla- 
tion rate of unemployment 
(NAIRU) - most certainly is 
not R is precisely because of 
non-linearities in this rela- 
tionship that A-W. Phi71tpg*s ■ 
empirical findings, are 
referred to as a curve. Thus, 
at high levels of activity 


above the NAIRU, inflation 
accelerates much faster than 
it deceteates at low activity 
levels below, the NAIRU- - 

Rnrfi non-linearities mean 
that when price disinflation 
occurs, the mopetary author- 
ities may find it difficult -to 
■ pfcoop the extent to winch 
output is deviating from 
desired levels. Hence, inSa- 
firYtvtergpting in a dwnand 
shocked economy risks 
imparting a deflationary hlas 
to the reed economy. When, 
as at present, supply shocks 
(to the form of . sterling’s 
arp rerte**"" and East Asian 
currency -deprecation) coin- 
cide with adverse demand 
shocks; aS the errors 
involved in successful infla- 
tionfarecastting sit the two- 
year horiz on are consi dere d. 
Inflation- targeting becomes 
even more proble matic. 

New Labour’s sparse pol- 
icy regime - monetary pol- 
icy targeted an inflation and 
fjgra) policy focused on bud- 
get consolidation - has been, 
little' abort at disastrous far 
the real economy. Not only 
hag the composition of out 
, put between the internation- 


ally exposed and s helter ed, 
sectors become dangergai$y 
unbalanced (as disinflation 
through starling’s ajspreda- 
tion : posed art excessive 
adjustment burdem on mann* 
factoring a n d tofar tta tionaHy. 
exposed "services) fiat now . 
the level: of ecdhoms^wMe 
gross* domestic product .is 
trader threat as welL Mqan- 
while, the NABta-x&id& we 
MPCin^ect-ter*ets.BWay.' 
below fufl- employment -rea- 
sonably measured. --..teeving 
Lgm unemployed and seek- ; 
ing'work; and ■ £, ftrrthfir>2»a 
without jobs .add-vomting te : 

work- 7 .-- . . -.L'v. 

Relying .on tbe'.fl&te ' cfr» 
joHcy oCusS" — f, 
to achieve 
objectives: 


illiterate, ^ 

barking mad. Govenaaeuts 
of modem-economies, rath** 
t hu" seeking to putpoiky da 
autopilot, need to deposit 
the policy instruments avail- 
able to. them. - - 

Dr John Wells 
University of Cambridge ; 
Sdgwlck. Avenue 
Cambridge, UK' 


Liquidity is the biggest challenge for 
promising eastern stock markets 


From Mr Lester B. Satlow. 

Sir, the Central European 
capital markets are indeed 
gaining strength as they 


mature on their own merits, 
but each of the markets will 
grapple for soma time still 
with its particular weak- 
nesses (“Central and eastern 
Europe look up”, December 
7). 

Hungary, for grampip, did 
post strong earnings growth 
of about 43 per cent this past 
quarter. However, that fig- 
ure tells only part of the 
story. With annual inflation 
at about 12 per cent and the 
local currency’s devaluation 
at about 6 per cent, real 
gaming a.. growth is only 24 
per cenLci... 

Furthermore, If the three 


largest Hungarian stocks are 
stripped from the equation, 
warnings would be slightly 
negative. 

This problem highlights 
one of the Wggwgt challenges 
Earing premising tat young 
marfrgtg such as Hungary 
and Poland: liquidity: --,.'1- 

Witb a market .capttaKsfc 
tion of $4Qbn in Hungary, 
Poland and the Gzedi Repub- 
lic. there is actually no more 
than a <maU handful o# com- 
panies hi fr«rh central Euro- 
pean market that can sup- 
port large-scale investment 
from global fund managers 
who demand an escape 
hatch froth their holdings, 
partkularlyai^Wriarile, times 
such as-thesetfSba* Jn Jarge 
part has resuitedifn foreign 


. capital -inflows befog specu- 
lative in nature, barring cap- 
ital that Is dedicated to the 
reg ion • 

A few more years of solid 
macro-economic develop- 
ment and- micro-economic 
growth wiR- go a tong way 
towards convincing global 
investors that central' 
Europe- can offer on 
a long-term, basis both 
the depth of liquidity 
and the . breadth - of 
choice. ... 

Lester E. Satlow, ■ 

Global investor Publishing, 
Editor . 

Central Europe Portfolio, 

50 Pollen Street. 

Cambridge, MA 02138, 

USA 


Number One Southwark Bridge, London SE1 9HL 
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surge 


Scottish Power is attempting one of the most ambitious utility mergers yet seen 
in the US. Christopher Parkes examines whether it can succeed 


T he foreign invasion 
of the US utilities 
industry has 
begun. Scottish 
Power this week became the 
first non-US company to 
storm the $230bn (£l39bn) 
electricity market, with a 
$7bn agreement to buy 
PariflCorp- 

The Scots are unlikely to 
rem a in the only foreign 
Invaders for long. Belgium’s 
Tractebel, controlled by Suez 
Lyonnaise des Eaux, has 
been scouting for deals in 
the US, and PowerGen, 
another UK company, has 
also held talks with Houston 
Industries. 

Domestic merger and 
acquisition activity is also 
likely to speed up as the 
industry moves hesitantly 
towards deregulation. 

The Scottish intrusion 
ge n e ra ted excitement within 
the industry, but investors 
were unimpressed. The 
stocks of Scottish Power and 
PadfiCorp fell on the news. 

“What is the logic? Is this 
a match made in heaven?" 
asks Peer Munck, a utilities 
specialist at Diamond 
Technology Partners, a 
management consultancy in 



Chicago. “The market says 
no." 

Morton Pierce, bead of 
M&A at Dewey Baflanttoe, a 
law firm, agrees that the 
benefits of the merger are 
not readily apparent 
' Although the US industry 
has been chang in g shape for 
almost 20 years, speeding up 
in the past decade as the 
prospect of nationwide 
deregulation looms, it may 
be too earjy for such grand 
projects as cross-border 
mergers, Mr Pierce believes. 

He points to the $950m 
link-up between BEC Energy 
and Commonwealth Energy 
System, two Massachusetts 
utilities, overshadowed by. 
Scottish Power's announce- 
ment on Monday, as an 
e xamp le of a deal more in 
tune with the current stage 
of the sector’s reconfigura- 
tion. Their proximity will 
allow them to fuse their 
operations and squeeze out 
costs in a way that is hkely 
to elude the Scottish Power/ 
PacifiCorp transatlantic 

rtVmhTTV- 

“ft has taken th«n all 
their lives to get to this 
point,” he says of the merger 
between , the former New 
England monopolies. Yet he 


sees foreig n intervention as 
inevitable: “Ready or not, 
here it comesL" 

Despite two decades of 
restructuring, the US utili- 
ties sector Is still in a state 
afflux. 

Electricity groups are com- 
bining with gas and water 
providers, as pipeline opera- 
tors merge with gas gather- 
ers in the expectation that 
enlarged generators will 
demand one-stop shopping 
for their fuel supplies. 

At the same time, fall- 
service power concerns are 
splitting into separate 
generation, distribution and 
marketing companies, while 
retailers with no assets bar 
their trading skills are 
springing up everywhere. 

One factor complicating 
consolidation is • the 
uncertain, future . of 
deregulation. 

A federal legislative blue- 
print, which experts say is 
essential to establish basic 
ground rules and a level 
national playing Arid, is still 
years away. This means that 
market liberalisation is pro- 
ceeding at different speeds 
in d ifferent states, with Cal- 
ifornia and Massachusetts in 
the lead. 

“No oss has a clear grasp 
of where deregulation is 
going, or the timetable,” 
says Mr Pierce. But uncer- 
tainty Is itself exerting a 
powerful influence over the 
industry. Mr Pierce says 
many companies believe 
that, whatever the outcome, 
they are “better off being 
bigger". 

This is especially true for 
power distributors. There 


are more tban 3,000 
distributors in the US, about 
230 erf which are really large. 
Of the remainder, many are 
uniter municipal control and 
are seen as likely candidates 
for privatisation. 

“It’s like the early days of 
telecoms deregulation, " says 
Mr Pierce. “There is bound 
to be a huge consolidation." 

The role outsiders will be 
allowed. to play is uncertain. 
Scottish Power may find 
itself cast in the role of 
guinea pig. Federal regula- 
tors have the power to ham- 
per or block foreign acquisi- 
tions of “strategic" n a ti o n al 
assets, such as electricity 
distribution systems and 
broadcast television 
networks. ' 

State public utility coxn- 
nrissioDS also tend to be pro- 
tective of their regional 
interests, and are unlikely to 
welcome outsiders with open 
arms. , whether they are for- 
eign' companies or national 
concerns from, elsewhere in 
the US, without firm guaran- 
tees on low prices for con- 
sumers and the security of 
supplies. 

Mr Munck sees this as an 
especially tricky issue for 
Scottish Power, which has 
elected to merge with a com- 
pany that has interests in 
seven states in the western 
US. 

As the first outsider into 
the fray, the Scottish com- 
pany will be moving in 
uncharted territory as it 
comes to grips with the very 

different regulatory environ- 

ment that exists in the US. 

Nevertheless, the union 
could still , be a happy one. 


PadfiCorp is known for its 
expertise in large-scale 
power wholesaling. This 
could make a good comple- 
ment for Scottish Power's 
experience in operating a 
hybrid group In a deregu- 
lated environment. 

Such qualities may even- 
tually compensate for the 
lack of obvious conventional 
synergies that appeared to 
disappoint investors when 
the deal was announced. 

Economies of scale could 
stiD be within reach. If the 
deal is given regulatory 
approval, and no counter- 
bids emerge, Scottish Pow- 
er’s financial clout might 
allow the combine to expand 
across the west, reducing 
costs -as it added acquisi- 
tions. - - 

In that case, observers 
wonder, why. did the British 
company not choose a less 
cumbersome target? Scottish 
Power might have been bet- 
ter advised to reduce the 
risks of regulatory tangles 
by bidding for a company 
with more compact regional 
interests. 

The answer is that it did 
make overtures to smaller 
utilities, including Florida 
Progress and Cincinnati’s 
Cinergy, but they led 
nowhere. 

For better or worse, Scottish 
Power' is attempting one of 
the most ambitious utility 
mergers yet seen in the US. 

"They could makA savings 
and increase shareholder 
value if they start to round 
up other distribution compa- 
nies, " says Mr Munck. “If 
that is -the case, then this is 
just the beginning^ 


*sc i 




Investors 
have nothing 
to fear from 
Chavez 

FnmAfotfBtort'* . " 

■ Sfar.-invastors heed not feel 
sceptical about the new Ven- 
ezuelan government h eaded 
by Hugo Ghivez, 

in fact the free world has 
time and again proved that 
as we enter the sew mflhro - 
atom, economics is going to 
-be a guiding factor in. a 
majority of our decisions, 
i nv estors should be relieved 
thafccontrary to other South 
' American nations, democ- 
"rifay..bas had a very strong 
foothold in Venezuela. Hence 
■ gwerMBBitt In Venezuela 
cau-anty go for. the. prosper- 
ity of the people. 

' Venezuela has a strong 
middle dass arid it Is this 
section of the populace that 
needs economic growth to’ 
create more jobs. In fact 
Venezuela opened most sec- 
tors, of its. economy under 
tte. previous regime just to 
ensure tbe-wefrbetag of the 
populace. 

However, investors have 
to be carefiai not to press the 
button that leads to an 
ecaaorajc cnBapge in Vene- 
zuela and creates a false 
impression that foreign 
investment is harmful for 
the economy. Mr Chive* 
needs to be given a fair 
chance to prove himself. 
Investors should react to 
concrete information and 
not speculation. For, if the 
economy collapses after the 
barriers are imposed upon 
free trade, the pressure from 
the people will cause such 
decisions to be r e v ersed. So 
as tong as Mr Ch&vez follows 
the path of his predecessor, 
Rfrfafri Caldera, investors can 
stay «v»hn and let the econ- 
omy flourish as well as their 
returns. 

Ajay Kanl 
Project Manager 
first American Credco 
1450 Frazee Road, Suite lOO 
San Diego, CA 92108 USA 
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. ‘No one has a 
clear grasp 
: of where 
deregulation is 
going . . . many 
believe they 
. are ‘better off 
being bigger 1 * 


Morton Pierce 
Dewey BaSantine 



Foreign invaders; Ian Russell, finance director (lefti, and lan 
Robinson, cHef executive tjt ScottWi Power 
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Hard bargaining 
in Vienna 
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The battle Hoes are drawn fo r 
another mighty clash In the 
European Union over money: 
who pays what, and bow it is 
spent. It is a good question, 
because it goes to the heart of 
what the EU should be doing. It 
is also profoundly divisive, for it 
threatens to. set northerners 
against southerners, the big pay- 
ers against the big spenders. At 
the EU summit in Vienna today, 
the differences look too wide to 
bridge. 

The trouble is that far from 
ling too radical, the plans cm 
e table are probably too cau- 
tious to lay the foundations fo r a 
lasting deal. That has to pay far 
the plans of the present is mem- 
ber states, and enlargement to 20 
or more in the not-so-distant 
future. 

One problem is how to satisfy 
the Germans, who are fed up 
with being the paymasters of the 
union. They want their net con- 
tributions cut from the DM22tm 
($13bn) a year they pay now - 
more than four times as much as 
anybody else. At the other end 
stand the Spanish, adamant that 
they will not give up their “cohe- 
sion'’ funds, which they see as 
the price for opening their mar- 
ket to the rest of the EU. And in 
the middle is the UK, the only 
member state to get a rebate on 
its net payments, and now deter- 
mined not to give it up. 

Two factors need to be borne in 

ind. One is that the EU is not 
'simply about spending money. Its 
role in ensuring a single market 
and in promoting competition is 
far more important The second 
is that when it comes to spending 
money, the EU has a poor record 
in terms of efficacy and transpar- 
ency. Far too many programmes 
have to be criticised far ineffi- 
ciency and fraud. That suggests 


the Brussels budget should be 
kept within a tight ceiling. 

Any new deal should tackle the 
problem of fairness both on reve- 
nue and spending. The European 
Commission’s proposals only «W 
seriously with the latter. Contri- 
butions to the EU budget should 
be linked to a much greater 
extent to per capita, gross 
national product, and thus reflect 
relative prosperity as closely as 
possible. At present, sense 48 pear 
cent of the budget finance fa 
linked directly to .GNP. Thai 
should be increased.- 

The real distortions arise, how- 
ever, on the spending side, and 
above all because of the agricul- 
ture budget. When it reached 70 
per cent of total spending, it was 
the real . cause of Britain's 
unfairly high net contribution: 
the UK had too small a farming 
sector to get a fair share. The 
regional funds were created to 
redress the balance and, eventu- 
ally, the British rebate. 

farm spending today still 
accounts for some 50 per cent of 
the EU budget, which is absurd 
for an industry which accounts 
for only 1.8 per cent of gross 
domestic product. The reform 
debate under way needs to bring 
that down to 30 per cent or less. 

Cohesion hinds must be phased 
out to provide more cash for the 
future member states in eastern 
Europe. Madrid knows it will 
have to accept that In the end. 
And the UK government should 
demonstrate its willingness to 
pay its share of future enlarge- 
ment costs, by agreeing to negoti- 
ate on the size and mechanics of 
the rebate - In exchange for a far 
more radical farm reform than is 
currently on the table. . If that is 
the outcome of the present 
debate, it will have been well 
worth having. 
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Battle won 
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South Korea’s agreement to 
repay J2.8bn of the money it was 
lent by the International Mone- 
tary Fund is. a reminder of how- 
far the country has come since 
the height of its crisis a year ago. 

In that period the balance of 
payments has been turned round, 
reserves have been rebuilt from a 
paltry S7bn to $46bn, a currency 
that was in free fall has been 
stabilised, and interest rates are 
now well below where they were 
when the crisis started. By all 
those yardsticks the Interna- 
tional rescue operation must 
count as a success. It has con- 
tained a problem that at one 
point threatened to destabilise 
the global financial system. 

StiU, neither Korea nor the IMF 
can afford to rest on its laurels. 
The present achievement has 
come at large cost. Gross domes- 
tic product contracted at an 
annual rate of 6 j 8 per cent in the 
thir d quarter and the outlook for 
next year remains gloomy. The 
mean expectation of private sec- 
tor forecasts is for a farther 
decline of 03 per cent, according 
to Consensus Economics. 

It will take a farther effort at 
structural adjustment to rebuild 
Korea’s longer-term growth pros- 
pects. Too much of the squeeze 
so far has hit small companies, 
.while the large conglomerates 


have been able to defer reorgani- 
sation by borrowing heavily in 
the bond market The restructur- 
ing plans announced this week 
are fine as far as they go, but 
1axg& questions remain- about the 
■degree to which surplus capacity 
wiB be taken out of the industrial 
system, and about the speed with 
which the companies win reduce 
leverage to reasonable levels. 

This win not be easy in a cli- 
mate of stagnation. After the 
shock they received a year ago, 
the Korean authorities wOl 
doubtless be determined to pre- 
vent their reserves ever again 
falling to such critical levels. 
Indeed, the experience of the' cri- 
sis shows the need for a strong 
reserve cushion to support open 
capital markets. It would thus be 
understandable if Korea were to 
seek yet higher reserves. 

But this must be balanced with 
the need to seek out growth. 
When the crisis was r aging , it 
had to be dealt with and the pain 
was inescapable. Now, in this 
new phase comes a much harder 
task of raining the momen- 
tum of reform, pressing on with 
baift restructuring, and setting 
the right macro-economic dimate 
for recovery. Getting, the bala nc e 
right will be hard for both Korea 
and its advisers. The battle has 
been won but the war is not over. 
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It was the expected move, and 
the right’ one. The. Bank of 
>' England’s third successive cut in 
interest rates yesterday also 
suggested that Its. monetary ppl- 
c icy committee is getting its act 
• together. 

After it was 'formed in May 
1997. the committee got off to a 
rather shaky start.. Some of its 
members had not yet taken up 
their posts and the others were, 
no doubt, feeling their, way. Stiff, 
the MFC was too slow to raisefts 
repo interest rate, moving it cau- 
tiously in six steps from 6 to 7£ 
per cent by June Otis year. 

Earlier and more, .decisive 

~ moves; -urged by some of . the 

committee, might have helped to 
consolidate -its authority and. 
more important to cool the econ- 
, Aomy a little earlier As events 
>n turned out no harm was- done. 

I - The deepening world flBanefal 
J crisis in August and. September, 
/ and the sharply reduced pros- 
pects for the global economy pre- 
empted fears that the UK might 
be running into yet another infla- 
tionary boom! ' - . ' - 

The MFCs reaction, hesitant at 
first, with, only a quar ter po int 
cut in October. - hut followed, by 
two successive half point aits, 
now suggests a welcome shift 
towards activism. The- risks to 
the world economy were recog- 

; .• -'a.'* 


nised earlier by the US Federal 
Reserve, which has reduced its 
official interest rate from 5-5 per 
cent to -4.7S per -cent since Sep- 
tember 29. ■ j 

Despite much anxious consia- 
tation between finance ministers, 
Europe's central bankers were 
- slower to react Bui they are now 
. falling -more into line. Last 
week's iittt to 1 per dart in the 
euro-zona and yesterday's move 
to 6JK> pe&ceat by -the MPC must 
have been made with at least one 
eye on the global economy. . 

The BanfcVihajaj responsibil- 
ity, of course, is to keep inflation 
close to the target of £5 per cent, 
'.a is noti&aiged, as industrial 
lobbies stijlseem to believe, with 
preserving UK jobs or exporters’ 
margins r stiff less with propping 
up to. world economy. 

yet.tberisk of a contagious 
deflathmary spiral cannot he dis- 
missed. although It is now much 
feaa than in ihe early autumn. ,in 
the UK; this risk is still balanced 
by tiie possibility that wage pres- 
sures mi ght revive, particularly if 
stating were ter collapse. Fortius 
reason, UK rates win need to be 
substantially higher than in the 
Btiro-zans for some time. But pro-. 
vWed the economy (including the 
service sector? continues to slow 
down, there should be room for 
■further cuts next year. ; 


The wealth dries up 

Robert Corane and Robin Allen examine how the world’s main oil-producing nations 
/ . are struggling to cope with the calamitous fall in prices 



he usual array of gold 
taps, chandeliers and 
Umbusines at this 
week's Gulf summit pro- 
vided a reminder of the ostenta- 
tious cal wealth of the region. 

But the smugness that tradi- 
tionally characterises ^eedas at 
the Gulf- Co-operation Council 
was replaced this year with dire 
warnings about the collapse In 
oil prices. ■‘The days of abundant 
ofl [revenues] are over and wDl 
not return.” Saudi Arabia’s 
crown prince Abdullah Bin 
Ahdul-Ariz. told tiie princes and 
sheikhs of Bahrain, Kuwait, 


Oman. Qatar and the United 
Arab Emirates. 

Hie royal warning came as odl 

prices fell below the psychologS.- 
cal threshold of $10 a barrel to 
test fresh 12-year lows. Yesterday 
Brent afl dosed at a new record 
low in London of 58.17%. Twen- 
ty-five years after the first oil 
shock, prices in real terms are 
now lower than hi 1873. 

The sudden emergence of 
cheap ofl - at the beginning of 
1887 it was almost $25 a barrel - 
has been a boon for a shaky 
world economy. It has been one 
of the Tnarfn reasons why fafintfon 
in most of the industrialised 
world has stayed low, thus giving 
central bankers confidence to cut 
interest rates. In the US, where 
gasoline costs less than Coca- 
Cola. cheap oil has helped sus- 
tain the economic boom b*>* is 
keeping the threat of a world 
recession at bay. 

But for many ofl producers - 
some volatile in the best of 
- low prices are little more than 
a disaster. Two ofl producers - 
Russia and T-prirvnpcia — have seen 
political turmoil added to finan- 
cial panic. Another, Venezuela, 
has just elected a populist fanner 
leader of an attempted coup. AH 
are being savagely squeezed. The 
collective afl revenues of mem- 
bers af the Organisation of Petro- 
leum Exporting Countries are 
expected to fall by some $50bn 
(£30,ibn) this year. 

Among the worst hit are the 
g ov ernm ents of fatin American 
ofl exporters, notably 
Venezuela, Mexico and Ecuador. 
The price slump has forced each 
government to cut capital expen- 
diture programmes to the bone, 
trim current spending and' raise 
taxes elsewhere. "We are quite 
concerned," says Paulo Lome, 
head of - emerging markets 
research at Goldman Sachs in 
New York. “Latin America oil 
producers, but especially Vene- 
zuela. face extraordinary chal- 
lenges." 

Venezuela is the biggest Latin 
American producer and one of 
the largest suppliers of ofl to the 
US. Its government Initially bud- 
geted on an average price for its 
particular mix of crude oil of 
$15.50 a barrel for 1898. The price 
Is now just more than half that 
amount at $8.05 per banal. The 
economy is expected to contract 
fey between 1 per cent and 2 per 
cent, compared with an expan- 
sion of more than 5 per cent in 
1897. 

Unemployment has risen 
sharply, up to 12 per cent accord- 
ing to official figures but to as 
much as 20 per cent according to 
the private sector. With the fiscal 
deficit rising to an expected level 
of more than 9 per cent of gross 
domestic product, president-elect 
Hugo Cb&vez, who takes office in 
February, win be under pressure 
to cut spending when popular 
expectations for an improvement 
in' living standards are rising. 

Mexico, Latin America’s other 
big oil exporter, has also been hit 



hard. Although it is less depen- 
dent than Venezuela on oil for 
export revenues (mainly because 
of the growth of manufactured 
exports), Mexico still relies on ofl 
taxes tor nearly one-third of its 
revenue. For every dollar fall in 
the price of oil. Mexico loses an 
estimated $860m in fiscal income. 

For Russia, of course, the oil 
price fall was just one of a num- 
ber of problems, albeit among the 
most serious. It is alsooae of. the 
factors that threatens to under* 
mine any recovery. . 

Alexi ZabotMn, an economist 
with United Financial Group in 
Moscow, estimates that oil and 
gas together account for up to 45 
per cent of tax revenues, 25 per 
cent of GDP and ID per cent of 
employment “Most of the trou- 
bles of the Russian economy this 
year were the result of the falling 
oil price. It put pressure on the 
mtrhflng e rate and made the gov- 
ernment unable to .defenif the 
rouble," be says. 

As an emerging market, Russia 
suffered grievously when the oil 
price fell. Even rich Norway, the 
world’s second biggest oil 
exporter, is feeling the pinch. 
According to recant forecasts by 
the statistics bureau, record low 
oil prices, combined with high 
imports, mean its current 
account this year will show a def- 
icit for the first time since 1988. 
In addition, the bureau adjusted 
its forecast for GDP growth next 
year downwards from US per 
cent to OA per cent 

Lower ofl revenues means Nor- 
way will transfer less than the 
expected NKr58bn (£4.63bn) to 
the government’s petroleum 
fund, the investment vehicle tor 
its oil surpluses. The poor perfor- 
mance of the Oslo - stock 
exchange in November was 
blamed on oil pessimism under- 
mining offshore construction and 
shipping shares. 

But it is the Gulf, where almost 
half of the world’s reserves are 


located, that may have the most 
trouble coping with oil’s collapse. 

Iran, the region’s most popu- 
lous producer, depends on off rev- 
enues for 80 per cent of hard cur- 
rency warnings, and some 75 per 
cent of total government reve- 
nues. Ofl warnings are down this 
year by more than 40 per cent, a 
big factor behind Iran's recent 
default on loans from Interna- 
tiona] banks. 

According to senior Western 
diplomats in Tehran , the Iranian 
central bank paid only 10 per 
cent at the end of September of 
DM255m (£31 .3m) due in principal 
and interest to Germany’s AKA 
Ausfarkredit. a consortium of 42, 
mainly German banka, specialis- 
ing in export credit In October 
Sace, Italy's export guarantee 
agency, received only one $7m 
interest payment out of $6im due 
in principal and interest on total 
debt to Italy amounting to some 
9600m. According to the central 
bank, Iran has $&3bn of 12-month 
debt maturing this fiscal year (to 
20 March 1999). and a further 
$&8bn “medium-to-lang-term". 

The financial position of the 
Gulf states has deteriorated even 
faster. Their dependence on oil 
has “been diagnosed to death”, 
says one Gulf banker, but as oil 
prices have tumbled, the tone of 
the debate has sharpened. Edito- 
rials in Gulf newspapers have 
urged leaders to go beyond their 
usual statements and take practi- 
cal decisions to shield regional 
economies from low ml prices. 

By virtue of its wealth and size, 
Saudi Arabia is the lynchpin for 
the success or failure of struc- 
tural reforms. This year, its fiscal 
deficit, budgeted at HSbn, could 
turn out to be SlSbn, around 12 
per cent of GDP. Saudi bankers 
say the deficit could he even 
higher, given that the average 
price of the basket of Saudi crude 
is $l.S0-$2 below tbe Brent bench- 
mark (and that Saudi Arabia is 
now offering discounts to retain 


market share in the US). Domes 
tic debt has risen from tsCi per 
cent in 1996 to over 100 per cx*nt 
of gross domestic product. 

This is leading to |bv Saudi 
standards) extraordinary mea- 
sures. last summer the govern- 
ment used the high credit worthi- 
ness of Saudi Aramco. the 
national oil company, to borrow 
W.6bn on the domestic and inter- 
national markets: at the end of 
-last month, the government is 
also thought have borrowed Wbn 
from Abu Dhabi (the loan has 
been confirmed by a UAE minis- 
ter but denied by thp Saudi 
finance minister). At the end of 
August, the government spent at 
least Slbn in one day to defend 
its currency, the riyal; this week 
it has again been back in the 
markets doing the same. 

Tbe question now is whether 
these financial pressures lead to 
economic change - or to a clash 
with" religious conservatives and 
other vested interests resistant to 
change. 

“Saudi Arabia at heart is a con- 
servative and introvert country,** 
said a senior Saudi banker. “If 
tbe business community and 
many of the young want reforms, 
at least half the country, the tra- 
ditionalists. do not They see oil 
as a divine gift to compensate for 
centuries of a harsh, impover- 
ished existence. Deep down they 
are convinced that in 10 years 
time they, and Abu Dhabi. 
Kuwait and Iraq, will be back in 
the driving seat With this mind- 
set structural reforms are simply 
another form of undesirable west- 
ern import." 

The royal house will play a 
critical role in determining how 
the country responds. As in 
every Gulf state, the difference 
between tbe government and the 
ruling family is fuzzy. 

On average half of all the mem- 
bers of each Gulf cabinet belong 
to that country’s ruling family. 
The others are their nominees. 


Institutions ore subordinate to 
the whims of individual personal- 
ities. A mere royal decree can 
create or unmake an institution. 

When it comes to solving Saudi 
.Arabia's economic problems, the 
role of the royal family cuts two 
ways. On the one hand, creating 
a self-sustaining private sector is 
made more difficult because the 
government is dominated by the 
ruling Al-Saud family, and the 
country faces the prospect of a 
series of elderly monnrehs. who 
are their own prime ministers, 
too old to initiate and see 
through institutional reform. 

On the other, the Saudi royal 
house could, in principle, solve 
the government’s financial prob- 
lems at a stroke, if it wanted to. 
to December 1996, Michael Giles, 
chairman oT international bank- 
ing at Merrill Lynch, estimated 
that 78,000 wealthy Saudi individ- 
uals (many of them members of 
the royal house) owned a stun- 
ning $42] bn of liquid assets. In 
the Gulf as a whole, about 185.000 
people then owned $718bn. Now 
about 200,000 wealthy Gulf indi- 
viduals own about $800bn of liq- 
uid assets, of which tbe Saudi 
share is $500bn. That puts the 
government’s financial problems 
into perspective. 

But at the moment, the royal 
house does not seem likely to 
take the government's financial 
burdens on its shoulders. That 
leaves a stark choice for Saudi 
Arabia and for the Gulf as a 
whole: either initiate political 
and economic reforms , running 
the risk of a conservative back- 
lash, or let things drift (perhaps 
in the hope that oil prices wifi 
start rising again) and risk the 
ire both of younger Saudis and of 
all those accustomed to a gold- 
plated welfare stale that tho gov- 
ernment can no longer afford. 

Additional r eporting by Richard 
iMppcr. Valeria Skold and 
Andreiv Jack 
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Germans catch up 
with Danzas 

Louis Danzas must be turning In 
Ns grave. The gallant officer in 
Napoleon's army had more tuck 
off foe battlefield than on it - he 
got into The transport business 
after the Prussians and British 
beat the French at Waterloo in 
1815. Then, when tiie Germans 
captured tiieir home town In 
Alsace in 1871, the Danzas 
famfly moved their wagons south 
to Switzerland. 

But where B&ctier and 
Bismarck failed, Deutsche Post 
has succeeded. The German . 
government’s acquisitive 
mallroom operation swooped •- 
over the Alps last week and 
emerged yesterday dutching 
Danzas. 

Not that everything went 
smooWy. The woukf-be 
European logistics leader had 
chartered a jet to take Deutsche 
Post chairman Klaus ZumwinkeJ 
and Danzas boss Peter Wagner - 
an the short hop from Zurich to . 
Frankfurt to brief the mafia. 
Snow<tnd Ice scuppered the 
pfan, and the postal pair had to 
resort to a video link. 

Meanwhile, British financier 
Nicholas Beny was taking a bow. 
He and former British Leytand 
boss Sir Michael Edwaides ■ 
bought a stake in Danzas in 1996 
and demanded seats on the ■ 
board. -They ware rebuffed, but 
the after helped shake up . 
Danzas’s management 


Until Berry and Edward as 
started rattling the Danzas cage 
the company worked on the 
principle that shareholders 
should be seen but not heard. 
•"The management were totally 
unmotivated,*’ says Berry, who 
offered them some of his own 
shares as Incentives. The offer 
was turned down but shortly 
afterwards Danzas changed its 
management and introduced 
share options. 

Deutsche Post must be glad 
Berry doesn’t plan to make a 
toss about the price it’s paying 
for his shares. 


Pitbull 


Compared with -the hurly-burty of 
the trading pits, the election for 
tire leadership at the Chicago 
Board of Trade has been genteel, 
as befits a venerable 
150-year-oW Institution. 

Tree, long-time chairman 
Patrick Arbor characterised 
upstart challenger David Brennan 
as leading an anti-progress "flat 
earth society” while Brennan 
scorned the older man for 
splashing out on unproven 
technology. But Observer has 
heard worse. . 

• The “flat earth" gibe harked 
back a few years to the last time 
the two men dashed over the 
redesign of the trading floor. 
Arbor argued for trading firms’ 
booths to be steeply tiered round 

trading pits, Brennan wanted 
them at pit level • 

Brennan lost the "Battle of the 


Booths" but yesterday won the 
war when he defeated Arbor in 
the chairmanship poll. 

Brennan Is more tow-key than 
Arbor. But few have as deep 
roots on the floor as the 
41-year-old soybean trader. His 
grandfather was a CBOT 
member and his father and three 
brothers stHl are. It’s now up to 
him to keep the family In work. 

Bumped off 

Executive Outcomes, the South 
African company that redefined 
the business of making a kflfing, 
cannot shake off Its mercenary 
Jargon even as It announces that 
it is closing on January 1. A 
statement from its Pretoria 
headquarters yesterday says 
shareholders resolved “to 
terminate the company". There's 
no substitute for experience. 

Choppy waters 

its another five years before 
Athina Onassts, 13, takes over 
management of the family billions 
from foe foundation set up under 
gr an d f ather Aristotle’s will. But it 
doesn't look as if her father 
Thierry Roussel will escort her to 
(he office in Athens. 

An Athens court has sentenced 
the Swiss-based French 
businessman to five years for 
perjury and slander in his 
absence, the outcome of a long 
legal battle with the Onassis 
trustees. Athenian legal types are 
trying to recall a stiffer sentence 


in a Greek family dispute. 

Roussel has appealed, but he 
probably wont choose a Greek 
holiday for a while. 

Long before the lawsuits 
started flying, relations were 
frosty between Roussel and the 
Onassis trustees under Stetios 
Papadimitriou, a dose confidant 
of the late tycoon. 

Papadimitriou complained that 
Athma efidnt visit her elderly 
relatives in Athens often and 
couldn’t speak Greek wen - 
though that's unlikely to improve 
now that her father can’t fake her 
to Greece. Roussel said the 
trustees had mismanaged his 
late wife Christina’s estate and 
he should take over. 

The trustees may be a bit 
prickly on the family side, but 
there doesn't seem to be much 
wrong with their business sense: 
the Onassis tanker fleet is at faB 
steam under their management. 
Maybe Athina should get a 
summer intern’s job at its Piraeus 
headquarters. Just like any other 
teenager from a Greek shipping 
dynasty. 


Stitched up 


The Madame Tussaud’s 
waxworks in Sydney has done 
some running repairs to the 
figure of US President BiH 
Clinton. It’s very popular with 
visitors, who like to get up close, 
but something kept getting 
unfastened. So tiie powers that 
be have sewn up toe dummy's 
trouser zipper. 


50 years ago 

Britain In Hong Kong 
The British Government is 
determined to maintain its 
position in Hong Kong, Mr. 
Mayhew, Parliamentary 
Under-Secretary of Stare at 
the Foreign Office, declared in 
the House of Commons 
yesterday. Mr. Winston 
Churchill, Leader of the 
Opposition, had called upon 
the Government to make it 
“quite dear" that British naval, 
a hr and mint ary forces would 
defend Hong Kong from any 
assault made upon it Mr. 
Mayhew rejected toe 
Opposition's plea that Spain 
should be allowed to enter the 
U.N. and said that for Britain 
to sponsor such a move would 
be a "first-class political 
blunder**. He also rejected the 
proposal that there should be 
a de facto recognition of toe 
State of Israel, but said that 
toe Government had no 
intention of permanently 
ostracising the dews. 

S. African Dilemma 
Stock Exchange circles in 
Johannesburg Iftink the 
political situation at present is 
that General Smuts's United 
Party is opening its doors for a 
“pact" with the Afrikaner Party, 
while the Nationalists are 
trying to dissuade the 
Afrikaner Party from leaving 
Dr. Malan's Government bloc. 
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Crude shock 


Oil is selling lor loss than HO a barrel, 
metals prices are depressed and now the 
benchmark commodities futures index 
has dropped to its lowest level for more 
than 20 years. 

In one sense this is nothing new. The 
trend in commodity prices has been 
relentlessly downwards - look through 
the cycles and each floor is lower than the 
previous one. Metal prices have been fall- 
ing by 1-3 per cent a year In real terms 
over the past decade, and crude is back to 
where it was before the first oil shock in 
real terms. The reason is that producers, 
particularly in the west, have reduced 
costs and passed on much of the benefit 
More recently, however, this trend has 
been compounded by Asia’s slump, which 
has exposed the structural overcapacity in 
markets like nickel and oil 

So far. lower commodity prices have 
been a huge boon to a shaky global econ- 
omy by keeping a lid on inflation. But 
they are now falling so fast that their 
Impact could turn from disinflationary to 
outright deflationary. There is already 
evidence of a spiral where producers are 
dumping stocks in anticipation of lower 
prices. And current price levels are creat- 
ing huge hangovers Cor Tatin American 
and Middle Eastern economies that rely 
on oil and copper. Eventually, the cycle 
should prove self-correcting: loss-making 
producers will not bufld the new capacity 
needed to satisfy recovering Hwnanri. But 
there is much pain to face first. 

Ericsson 

It was apparently a bit jof a. shock to 
Sven-Christer Nilsson' when he was cho- 
sen to succeed Lars RamqviSt as chief 
executive of Ericsson at the start of this 
year. Mr Ramqvist, who had presided over 
a near quadrupling of sales and profits 
since 1990. is a hard act to follow, and 
complacency was bound to have crept 
into the organisation. But memories are 
short Mr Ramqvlsfs first two years at the 
Swedish telecommunications group were 
grim. Now his successor is rightly trying 
to turn a difficult operating environment 
to his advantage by inciting a sense of 
urgency about internal change. 

The reasons for the shortfall In fourth 
quarter profits - global slowdown hitting 
demand for public networks, margin pres- 
sure in mobile phones - have been appar- 


On price 

sand AraMao Light (S per barraq 


Red pries* 



ent for much of this year. Ericsson might 
look a bit late in adding its warning to the 
likes of Alcatel or Philips, but its prob- 
lems are smaller. It does, of course, com- 
pare badly with Nokia, which has had a 
bumper year, but then Ericsson's mobile 
phone range la older. Much is riding on 
next year's launches. These must not only 
seize back the markuting- initiative, but 
also be made cheaply enough to live with 
armnni price cuts of 25-30 per cent 

All this suggests that Ericsson's share 
price was due for a correction after an 
unwarranted rebound - no doubt Mr Nils- 
son is still learning about communication 
with the market. But hand-wringing over 
the new regime looks overdone. 

Russia 

Could Russia be a buying opportunity? 
Markets have fallen so much since the 
financial crisis broke that assets look 
extraordinarily cheap by international 
standards. The entire stock market, which 
Is trading at under a tenth of its 1997 
peak, is worth just $10bn. Meanwhile, 
spreads on government debt are stuck at 
default rates of around 50 percentage 
points over US treasuries. 

Unfortunately, things are probably 
likely to get still worse before they get 
better. . The promise of greater state 
involvement in the economy made by 
Yevgmy Primakov, the prime minister, 
increases the risk of nationalisation, price 
controls and protectionism. And with 
little prospect of private or International 
Monetary Fund landing , the maths of the 
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government’s finances point directly to 
default on its external debt, money-print 
ing and a cce le rating inflation. Duma elec- 
tions in 1999 and presidential elections in 
2000 make the fiscal measures necessary 
to avert such an outcome unlikely. In the 
short term, Russia simply has too little to 
lose from defaulting. Indeed, notwith- 
standing the vain hope for a 3 per cent 
primary budget surplus next year, the 
backsliding on good intentions to improve 
the tax take is under way. Plans to slash 
value-added tax are a case In point. Until 
Russia is Bezious about putting its own 
finances In order, the IMF would be right 
not to pour good money after bad. The 
same goes for private investors. 

UK interest rates . 

Half measures are better than inaction. 
But a full point cut in UK interest rates 
would have been better still. Since the 
economy is farting with recession, the 
Bank of England's monetary policy com- 
mittee should have been more decisive in 
its base tending rate. The new 
level. 6% per cent, still Implies a modestly 
tight monetary policy. Given long-run real 
interest rates of 2% per cent and the 2% 
per cent Inflation t a rget, a neutral level 
would be more like 5 per cent 

The latest data, such as this week’s 
gloomy poll of business leaders, confirm 
the picture of an economy Slowing fast 
Meanwhile, inflation seems to be 
v anishing . Not only are commodity prices 
under pressure (see accompanying piece) 
but a new index from the British Retail 
Consortium suggests shop prices are fall- 
ing. The Bank may not have been more 
aggressive In cutting rates out of fear that 
it would trigger a sharp fall in sterling. 
But interest rates have now been reduced 
three months in a row and the pound has 
barely budged. That is in part because 
interest rates have also been falling else- 
where. But even if sterling did retreat a 
bit, that would be good news far Britain’s 
hard-pressed exporters. 

All this means the Bank can be more 
confident about bringing Interest rates 
down more rapidly in future. It should do 
so early in the new year unless the out- 
look improves. One advantage of having 
interest rates that are high by interna- 
tional standards Is that the UK has more 
SCOpe tO CUt them. 
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CLOUD OVER CUNTQN VISIT AS NETANYAHU_ 

Israel orders crackdown on 
Palestinian disturbances 



* rj i iflta 


By Judy Dempsey in Jennafcra 

Benjamin Netanyahu, Israel's prime' 
minister, yesterday ordered security 
forces to .crack down on Palestinian, 
unrest ahead of a visit by US Presi- 
dent BUI Clinton originally Intended 
as a celebration of the peace process. 

Mr Netanyahu said it was his duty 
“to activate the Israeli army and 
security elements against this trou- 
ble In the firmest way possible'’- He 
added be would refuse to hand over 
more to the Palestinians until, 
the violence ended. 

Israeli troops and Palestinian dem- 
onstrators have dashed repeatedly 
over several days as Palestinians 
stepped up their demand for the 
release of political prisoners. Israel 
released 250 prisoners last month 
but 150 were common .criminals.' 

Dennis Ross, US Middle East 
envoy, yesterday conceded the pris- 
oner issue was “emotional” and 
“sensitive*. 

“dearly, those who have commit- 


ted themselves to peace and are 
against terror and violence, for 
them, tbe Issue of prisoners is very 
Important ... we understand it," he 
However, Mr Netanyahu vowed 
not to free “murderers with blood on 
their hands”. 

Mr Ross has tried to quell the 

unrest, bring Israelis and Palestin- 
ians back to the negotiating , table 
and salvage the Wye Plantation 
accord before Mr Clinton's arrival. 

Mr Clin t o n has invested enormous, 
time and energy in forging the 
accord,' signed in Washington In 
October between Mr Netanyahu and 
Yassir Arafat, president of the. Pales- 
tinian Authority. " 

Frig visit next week to the Israeli 
cities of Jerusalem and Ashkelon, 
«nH the Palestinian cities of Gaza 
and Bethlehem, was Intended to 
push the peace process forward as 
much as celebrate what had been 
achieved since October. 

Instead, said US officials,- Mr Clin- 
ton will have to use all his skills to 


revive a peace process bitterly 

opposed by. Mr Netanyahus right- 
wing partners in his coalition as well 
as- Jewish settlers. . , . • 

Several government ministers 

have already said they would prefer 
Mr Clinton to stay away , while post- 

era ii Jausalem showed a picture ttf - 

the president wearing a traditional 
Arab head-dress with the words “ 
am a Palestinian" splashed above. 

The cool reception . for one of 
-Israel's closest allies reflects growing 
. concern by the Netanyahu govern- 
ment that Mr Clinton's visit wills, 
boost Mr Arafat’s quest for state- 
hood. It is the first time a US presi- 
dent Will visit the Palestinian auton- j 
: amous areas. 

Mr Arafat, meanwhile, yesterday 
convened members of the Palestine 
Central Council, a mini-parliament. 
As part of the Wye accord, they 
must reaffirm the nullification of 
those clauses in the Palestinian 
National Charter that had called for 
Israel's destruction. 
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Chicago Board of Trade ousts 
chairman in reforms dispute 
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NBdd Taft in Chicago 

Members of the Chicago Board of 
Trade, the world’s largest futures 
exchange, yesterday ousted the 
incumbent rf ta i n m an in a dramatic 
upset following a struggle over 
moves to reform the exchange. 

The victory of David Brennan, a 
4l-year-old soyabean trader, came 
after a. nail-biting finish to an elec- 
tion campaign in which the outgoing 
riurifrmnn, Pat Arbnr described his . 
successor as a “flat earther”. 

The vote, which Mr Brennan won 
by 608 to 589, reflected the wave of 
concern which has swept over the 
Chicago trading community this 
year as traditional “open outcry” 
exchanges worldwide find them- 
selves challenged by cheaper 
electronic trading alternatives. 

Pressure to cut trading costs, 
partly through a faster move 
towards electronic trading, has come 
from the exchanges’ biggest custom- 
ers, notably the large financial ser- 
vices firms. Tills trend has already 
engulfed European exchanges. 

But smaller independent traders 


worried about damage to their hveH- 
hoods argued that the quality of 
markets ‘ would ' diminis h if the 
liquidity which they provide through 
open outcry was lost 
. Seat prices. have virtually halved' 
at CBOT, although the exchange will 
achieve record volumes this year. ■ 

Mr Brennan has urged speedier 
deployment of electronic systems to 
bring orders to the trading pits. But 
he wants to’ retain the open outcry 
system for executing trades. 

“Going forward, wd have to trans- 
form ourselves into an electronic 
open outcry exchange,” he told, 
members, last month. . . 

In its big treasury band complex, 
the CBOT has already introduced 
“side-by-side” trading - ectronic 
alongside open-outcry - a solution 
which same traders see as a compro- 
mise. 

Mr Arbor, In office for six years, 
had staked out a course which 
would have seen the CBOT pool 
back office clearing systems with 
those of the Chicago Mercantile 
Exchange, its big local rival, a cost- 
saving measure strongly urged by 


larger firms. He also negotiated an •- 
allianc e with Eurex, the big German- 
Swiss exchange, for joint develop-.*-. . 
ment at anew electronic trading sys- it-" 
tom on which both exchanges would Jr' 
post products, arguing that this p- _i 
would be Increasingly valuable as : »* _ 
monetary union boosted Europe's- 
capital markets. 

- But both schemes met member- '■* : r -' 
ship criticism, and the common 
clearing plan was voted down. The ... 

Eurex plan has yet to be put to a Jjcj •'•*** 
membership vote. 

- Going into the election, many trad- 
ms still thought Mr Arbor’s support 
among the larger trading firms " 
would cany the day. . ,. . mj . 

Yesterday, the new chairman - $ • 

whose grandfather, father and two 
brothers are also CBOT members - 
issued a formal statement, promis- 
ing an “open-door" policy. “We will 
move vigorously on many 
fronts... And true to my pledge in 
the campaign, 1 will keep you, the 
members, fully informed,” he said. 

Observer, Page 13 
Great expectations, Page 32 
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Seagram to fold PFE Into Universal 

European hopes of PotyGram Frimed 
Ent6rtainment (PPE). Europe’s largest flkn 
group, remaining independent ended when Sea- 
Swn. the Canadian group that bought PFE, 
announced it was to be folded into Universal 
Pictures, its Hollywood movie studio. Page 17 

Share euphoria (peels Chavez win 

Once again Venez- 
uela's stock exchange . 
has surprised the world 
with its tropics? temper- 
ament Instead of the 

expected plunge to*- - 
towing the victory of 
popuQst Hugo Chdvez 
(toft) in Sunday's presi- 
dential elections, the ' 
Caracas stock 
exchange surged 41.6 
„ per cent in two days. 

Tuesday s 2£2 per cent jump was the largest 
single-day increase since February 1994 and 
Wednesday saw a six-month high, page 42 

Lessons of Ciba/Cfariant deal failure 

The sudden collapse of the merger of Cteriarrt 
and Ciba. the Swiss speciality chemicals 
groups, has raised doubts about whether big 
really is beautiful in some industries and 
whether the hectic pace of consolidation In 
some of the world's biggest industries deserves 
to be replicated in related industries. Page 18 

Japan plans first 30-year bond ' 

The Japanese government is drawing up plans ! 
to issue a 30-year bond for the first tftne in a 
new bid to calm market concern about the 
country's spiralling national debt Page 30 

Energy groups circle NZ privatisation 

The allure of one of the world’s (east regulated 
utility sectors is expected to motivate at least 
< half-a-dozen international energy concerns to 
) bid for control of Contact Energy, the New Zea- 
; land energy company, early next year, Ftoge 16 

Uranium producers suffer In glut 

Western uranium producers are shutting down 
facfirttes and reducing staff as they struggle to 
cope with a glut, low spot market prices and an 
uncertain market outlook. Page 32 

Korea sells more of steelmaker 

South Korea has begun the final phase of the . 
privatisation of Pohong Iron & Steel (Posoo), the 
world's second largest steelmaker, by selling a . 
5.1 per cent stake in a $30 Om offer. Page 16 

Property, politics and the plough 

The price of farmland has historically depended 
mostly upon trie government subsidies ^ 
attracts. But with the US winding dribn aid and 
the European Union fanning to scale back the 
Common Agricultural Policy after 2QOO r underly- 
ing farmland prioes are Kkefy to become more 
o an bl tlve.tb the market values of the commodi- 
ties they produce. Property, Page 18 
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MARKET STATIS TICS : 


** Bn g Mctvor In StocMxWn ; 

Shanes in Etlcssoo idunged 16 
per cent yesterday after the 
Swedish tfl laffnTMnmrinafVm F 
group issued a profits wan tin g 
and annoonced heavy job cute. 

The announcement sent 
fresh tremors through the tele- 
coms industry following -profit 
warnings in September by 
| Alcatel of Franoe, Canada's 
Nortel and Philips, the Dutch 
! consumer electronics group. 

It raised concerns about the 
state of the bcxazting worid- 
wlde ZHOhfle telnphraw market, 
prompting Calls in shares In 
Mcrttmtia of the OS and Nokia 
of Finland, the tou ti ng suppli- 
ers to the sector along with 
Ericcson. 


n in protits warning 

Swedish telecoms group may shed up to 10,000 jobs 
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grin*: itt Its. mrihfttt pkrmm busi- 
ness, coopted with general eco- 
nomic uncertainty, meant 

Pru sells 
health 
business 
to Aetna 
for $lbn 

By John Anthers la New Yoric 

Prudential Insurance of 
America, the largest US life 
insura-, yesterday took a sig- 
nificant strategic step cm its 
path to tie-mutualising, 
announcing it had sold its 
healthcare business to Aetna 
for SlUn. 

The move followed intense 
efforts by the Pru to rational- 
ise its health business, which 
was viewed by analysts as an 
important obstacle to the mm. 
PBny*s ambition to seek a mar- 
ket listing. ' 

; Restructuring of the busi- 
ness In the last : two years 
involved reducing toe number 
of healthcare service centres 
from 44 to four. : 

. The deal also establishes 
Aetna as the largest managed 
care provider in the US, follow- 
ing a. bdg -strategic shift into 
heaifhcare businesses in the 
last two years, which has been 
accompanied by disposals of 
its property and casualty,' and 
fadfriduaJ life insurance busi- 
nesses. . 

it bought US Healthcare for 
$8.9bn -two years ago, and 
NYLCaxe, the h ea lt hcare busi- 
ness <rf New York life, for 
$l,05bn earlier this year, 

Arthur Ryan, the Pro’s chief 
executive: said: “We are taking 
advantage of the co n so l i d ation 
trend in toe healthcare indus- 
try to divest Prudential of a 
valuable but non-core asset 
“ Exiting toe health care mar- 
ket will allow us to concen- 
trate additional capital and 
resources on insurance and 
financial services.'* 

. He said the Pro intended to 
accelerate its growth In these 
businesses, “both In the US and 
internationally". 

The Pru - which is unrelated 
to toe quoted UK life company 
of the same name - said that 
healthcare was no longer an 
“insurance" business, and that 
the opportunities for “crpss- 
sefflng" other Prudential prod- 
ucts were limited. It needed a. 
more focused strategy before it 
could proceed with an initial 
public offering. 

However, it emphasised tost 
3t was stfll a long way from 
go tog to the market. It still 
needs to obtain consent from 
regulatory , authorities In New 
Jersey, where it Is based, and 

is unlikely until late in 

. means the Pru has 
dpfed for a much slower time- 
table, tfoin Metropolitan life, 
"the second largest US life 
group. which announced its 
pians to -demutualise' ", last 
month, and aims to be ready to 
go to market by the end of 
n^t swr. / 

lie Prudential also consid- 
ered a spin-off far its health 
business, but was deterred by 
the sharp decline to healthcare 
companies’ share prices/ovar 
the last two years. 

;Aetna said it obtained a 
good- price on the deal. The 
$Um price values toe Fruden- 
■tiaT business at about 1200 per 
patient - one of toe standard 
- ysnisticka used for valuation 
in toe managed care industry. 
It paid rougbly 5600 per patient 
whssi R acquired NYLCare ear-, 
ji^r fUs year. ; 

Aetna's share price fell in 
eariy tradtog. although It did 
not fere significantly worse 
tfa^ ae mdet as a whole. 
By mW-session it was .dawn 
*l% at»T9i - - 
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fourth-quarter profits would, 
fall 15-20 per cent short of mar- 
ket expectations. Pull-year 
sales would' also be below fore- 
cast levels. 

Analysts had been expecting 
Ericsson to repeat fourth-quar- 
ter profits afSKrV^hn ($930m). 

Ericsson's Shares tumbled 
SKi3&50 to SKrl99. Shares in 
NmdadxoppedFMl&to FISS36. 
white Akatel fen 7 per cent to 
FFr665. Motorola shares feB 
tl'A, or more than 2 per cent, 
to S56K in early trading. 

Sven-Christer -.Nilsson, 
Ericsson . chief executive, 
sadd a utiooaHaa- 

tioa packa ge - likely to i»ntai| 

about 10,000 j ob losses or 
ahnoet 10 per cestt cd the work- 
force - would be unedited In 
January. 


• He conceded that the global 
financial crisis was hitting 
some of the company’s 
operations. The main impact 
was felt in Its farmer fofocom 
unit, which indudes Ericsson’s 
traditional telephone 

switching business. 

- fofocom, now part of a new 
Public Networks division, has 
felled to respond to intensive 
restructuring and Is expected 
to remain loss-making, this 
year. 

Ericsson, the world’s toinf- 
largest supplier of cellular 
phones behind Nokia and 
Motorola, also said handset 
margins were befog squeezed 
by a shift in demand towards 
cheaper phones. 

It said low-specification 
phones were preferred by the 


rapidly growing market for 
prepaid mobile services. The 
trend was particularly pro- 
nounced in western Europe, 
where one-third of handsets 
sold were so-called “entry 
phones". 

While Nokia has muininiMirf 
stellar profits growth this year 
by ' launching new models, 
Ericsson has been criticised 
for slowness in Introducing 
new handsets. 

Its vulnerability to price ero- 
sion has been compounded by 
a shortening of handset life-cy- 
cles that is forcing manufac- 
turers to develop new products 
more quickly. 

Senior Ericsson executives 
said, however, that there were 
no plans to bring forward the 
launch of a new cellphone 


25) A 


225 1 

n 

L | i 





range, earmarked to take place 
early next year. 

Investors received an insight 
into Ericsson's handset prob- 
lems in July, when the 
company said prices had fallen 
by up to 25 per cent year-on- 
year. 
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Funds wind down share trading 


Switch to the euro 
leads to fears over 
price fluctuations 

By Jane Martinson, 
investment Correspondent 

Fund managers are set to wind 
down non-essential buying and 
selling of European shares and 
jmndfi weekend, before the 
introduction of the European 
single currency in 11 countries 
on January l. 

The ctempdown, designed to 
avoid the risk of administra- 
tive or tenhnirwi failure over 
the changeover to the euro, is 
causing concern that the 
resulting fell in liquidity will 
lead to huge price swingB. The 
uncertainty is likely to exacer-' 
bate typically low tradtog vol- 
umes at thia fiwft of year. 

Legal & General, Europe’s 
second-largest index tracking 
asset manages, which invests 
£59m d8L5bn^in Europe, said . 
yesterday that all dealing- fo 
UK »ud continental European 
equities and bonds would be 
“ kept to a minimum" after this 
weekend. This would leave two 
weeks to settle most trades 
before toe changeover to toe 
new system. 

LAG, which has also decided 
not to Invest any new clien t 
money in Europe over the next 
two weeks, is unusual in spe- 
cifically including European 
countries outside the 11 Euro- 
land members, such as the UK, 
in its trading edict 

The scope for administrative 
error is behind the decision to 
settle as many trades as possi- 
bly before toe year-end. Settle- 
ment times, during which a 
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trade Is officially recorded, 
vary across European markets. 
In mart markets, it should be 
possible to trade until Decem- 
ber 22 and settle in domestic 
currencies before the year-end, 
but the potential for problems 
is making most fund managers 
extremely cautious. 

Richard Foulkes, head of the 
European investment team at 
Schroder Investment Manage- 
ment, the UK’s second-largest 
pension fund manager, said: 
"Although we've all done 
checks and made sure we’re 
ready, nobody in their right 
minds would want to be 
exposed if anything goes 
Wrong.” 

Barclays Global Investors, 
Lombard Other, Schroders and 
Mercury Asset Management 


all said yesterday that they 
were aiming to bave settled as 
many trades as possible before 
the year-end. All stressed that 
they would continue to trade 
when necessary in the inter- 
ests of clients. 

BGL Europe's largest index- 
tracker, has advised clients 
that they would be "running 
risks" if they made large 
trades between the middle of 
December and the middle of 
January. 

Schroder is to curb trading 
in the II Euroland markets in 
the last two weeks of the year. 

L&G said it would “respond 
to any significant market 
changes or corporate activity" 
but that it expected the UK to 
suffer from illiquidity. 

Several fund managers ques- 


tioned the rationale of any 
company planning large trans- 
actions in the next two weeks. 
One deal that could cause 
extreme volatility is the BP/ 
Amoco oil merger, which is 
expected to be completed just 
before Christmas. 

BP'S weighting in the FTSE 
100 is expected to Increase 
from about 5 per cent to an 
estimated 8 per emit as a result 
of the deal. In an illiquid mar- 
ket toe expected buying pres- 
sure from large index trackers 
could cause huge price swings. 

Several UK managers 
pointed to the huge swings In 
individual prices last year that 
were caused by illiquidity on 
the London Stock Exchange 
after it introduced a new elec- 
tronic system. 
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Standard 
Chartered 
is favourite 
to buy 
UBS arm 

By Cfey Harris In London 

Standard Chartered, the 
UK-based international bank. 
Is toe leading rontez«ter to buy 
the global trade finance 
business put up for sale by 
UBS. 

The Swiss bank baa made 
Standard Chartered the pre- 
ferred bidder for the operation, 
which Is expected to fetch 
more than SFrlba (gissm). 

UBS confirmed this week 
that a wide-ranging review or 
Warburg Dillon Read, its 
investment banking subsid- 
iary, had led to a decision to 
sell the trade finance 
business. 

Unlike UBS, Standard Char- 
tered views trade finance as a 
core business and one ripe for 
expansion. 

The UBS operation's 
strength within Europe would 
complement Standard Char- 
tered 'a focus on Asia, Africa 
and Latin America. 

Rana Talwar. chief execu- 
tive, said in October that Stan- 
dard Chartered planned to 
make selective acquisitions of 
"local institutions or portfo- 
lios". 

The two banks have agreed 
on the method of valuing the 
UBS business. Standard Char- 
tered is now undertaking its 
due diligence ted by Christo- 
pher Castleman. a director 
whose responsibilities include 
special projects such as take- 
overs. 

Both banks refused to com- 
ment yesterday. 

Emerging markets account 
for less than half of UBS’s 
SPrlObn in outstanding trade 
finance lines. Of this, Latin 
America, including Mexico, 
represents by far the 
biggest portion with 
SFr4.1bn. 

By comparison, exposure to 
Russia is only SFrl85m, to 
Indonesia SFrsam and to other 
Tiger countries SFr216m. 

Trade finance In emerging 
markets, however, is “quite 
capital consuming” for UBS, 
according to James Hyde, 
European banking analyst at 
Merrill Lynch. 

Swiss regulators have more 
stringent rules on such expo- 
sure than their counterparts 
elsewhere, not differentiating 
between trade finance and 
other more risky loans. 

This means UBS must set 
aside more capital than a bank 
in another country would. 


Shares in CBS 
unit soar after 
EPO success 


n* mounmeor appns m»* wallet of retail oulf- 


By Christopher Partes 
In Los Angeles 

Shares in Infinity 
Broadcasting soared 18 per 
cent early yesterday as Inves- 
tors tuned in to the second big 
initial public offering of the 
year from the US media 
industry. 

Coming within weeks of the 
success of News Corporation's 
offering of stock In its Fox 
Entertainment Group, the 
enthusiastic response to the 
spin-off from CBS may encour- 
age similar moves, with Sony’s 
film and television arm a 
favoured prospect 

The CBS sate of 17 per cent 
of its radio and outdoor adver- 
tising arm raised $237bn on 
completion late on Wednesday, 
malting it the third largest IPO 
on record and valuing Infinity 
at more than &L7bn. 

With 140m units- sold - Sm 
more than expected - at 52050 
apiece, Infinity shares were 
toe most htaurfiy traded stocks 
in the morning' session. After 
opening at $24&, the stock was 

selling for 523g by midday, up 
almost 18 per cant on toe issue 
price. 

As with the Fox' offering, 
which raised $2.Sbn last 
month, investors saw the CBS 
deal as a chance to boy into its 
highly rated radio division 
unencumbered by its strug- 
gling television network. 

Fox’s US film and television 
interests were also seen as an 
attractive selection of assets 
from News Cap's sprawl at 
IrrtPnmflnna} operations. ’. 

. Infinity, the m e dfe group 
built by. Md Karmazin, who Is 
now chairmafrelect of the CBS 


group, owns 161 radio stations 
and TD1 Worldwide, one of the 
biggest US billboard concerns. 

It is considered especially 
attractive because of its sta- 
tions’ concentration in the 
nation’s biggest markets and 
their 11 per cent share of all 
US radio advertising revenues. 

Its assets include rights to 
the nationally syndicated 
morning talk shows of Don 
Imus and Howard Stem, the 
so-called shock-jock of US 
radio. 

Last year - the Infinity 
operations earned 5161m. on 
revenues of $L87bn. 

Although the pending 
merger between Chancellor , 
Media and Capstar Broadcast- 
ing will relegate Infinity to ! 
second place In revenue terms, 
the emergence of big national ! 
groups will increase the pres- 
sure on smaller companies to 
offer themselves for sate, and 
provide opportunities for Infin- 
ity to grow farther by acquisi- 
tion. 

Mr Karmazin joined CBS - 
then Westlnghouse Electric - 
in 1996 when CBS bought 
Infinity for less than $4bn. 

Both IPOs wfll raise interest 
in the possibility that Sony of 
japan may follow suit with its 
Sony Pictures Entertainment 
division, which is recovering 
after years of financial crisis 
and management turmoil. 

The reshaping of SP£ contin- 
ued this week with the 
appointment on Wednesday of 
Howard Stringer as rhalrnum 
of afi Sony’s C7S operations and 
a rearrangement of manage- 
ment roles at SPE under which 
the film and music chiefs will 
report directly to Mr Stringer. 
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Brierley to sell John Fairfax 



^..1 » 


By Gwen Robinson fn Sydney 
and Tany HbB fn Han Zealand 

Brierley Investments) the 
New Zealand-based invest- 
ment company, said yester- 
day it would sell its 24.4 per 
cent stake in John Fairfax 
Holdings, Australia's second 
largest publishing company 
and owner of several of the 
country's largest newspa- 
pers. 

The move fuelled specula- 
tion over the future of Fair- 
fax and of Australian media 
ownership laws, which have 


restricted cross-media hold- 
ings. 

BZL said it would sell Its 
holding in two tranches at 
- AS3J0 a share, for a gain of 
about A$800m (US$370m) 
after costs. It would place a 
14.4 per cent stake on the 
market for institutional and 
retail investors. The remain- 
ing 10 per cent would be 
bought back by Fairfax, also 
at {3.10 a share. 

BIL, the largest share- 
holder in Fairfax, held the 
stake through its Australia- 
listed unit, Australian 


Consolidated Investments. 

Fairfax last night said the 
buy-back would cost about 
A$25Gm and would be funded 
from available cash and 
bank facilities. It would be 
subject to regulatory and 
shareholder approvals and to 
BIL’b sale of its remaining 
14.4 per cent stake. 

A valuation would be pre- 
pared by Pricewaterhouse- 
Coopers. which would be 
retained as an inripppnripnt 
consultant, and a sharehold- 
ers* meeting would be held 
in February. Fairfax said. 


Fairihx shares rose 5 cents 
to A$&31 on rumours of the 
BIL sale and Fairfax buy- 
back, although the 
announcement was made 
after the dose of trade. 

The Fairfax group has 
recently sold some magazine 
and television interests, and 
last week launched a 
A$500m combined medium- 
term note and promissory 
note programme, leading to 
speculation about an acquisi- 
tion or investment 

BIL said the sale com- 
pleted its asset disposal pro- 


gramme' and that ft would 
restore the group to finan- 
cial health. 

Selwyn Cushing. BIL 
chairman, said that since 
June 30 it bad received capi- 
tal returns and special divi- 
dends totalling about 
NZ$2bn (USSTbnX After set- 
tlement of the sale, BIL’s 
debt would be half that of 
. six months ago. 

The move came just 
months after it denied any 
interest in selling Fairfax. 
BIL. which purchased its 
Fairfax stake from 1996 in 


stages 'from the Holltnger 
group of Conrad Blac k , the 
Canadian media magnate, 
had indicated its Fairfax 
stake was a core asset. 

Australian media analysis 
and investors, however, said 
the main: interest ; in BIL’a 
sale lay in Fairfax’s plans 
and the- intentions of Kerry 
Packer, who controls Pub- 
lishing and Broa d ca stin g, a 
rival media company i 
through his 45 per cent 
stake. After BIL'e exit, the 
gingip largest sha reho lder in 
Fairfax would be FXF Trust, 


.. ,..?M 

with just under 16 per cenL .* 
■Hie trust was created last 
year as a vehicle tor thfr 
Fairfax stake previously _ 
held by Mr Packer’s compa- . 
nies and raised concerns 
that it was. a device to Side: , 
step ownership rules. 

The trust, which is con- 
trolled, by PBL’s sharehold- 
ers, gives Mr Packer’s- pri- . 
vate Consolidated Press j 
Holdings (CPH) an influen- 
tial foothold in Fairfax. 
Brian -Powers. PBL forme* 
executive chairman and for- 
mer chief executive of CPH. 



if£ 



was made chairman of Fair- 
fax Qiis year, after leaving 
Mr Packer's groups and join- 
ing the Fairfax board as a 
representative of FXF Trust. 

.Mr Packer is understood to 
have- expressed interest in 
acquiring part of the Fairfax 
group, particularly its lucra- 
tive classified advertising 
operations. Media ownership 
rules, however, prevent him 
from directly. . purchasing 

Fairfax shares. The conser- 
vative government has indi- 
cated. it may consider 
reviewing the restrictions. 
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Dickson Concepts faces 
loss as recession bites 


ByLoolse Lucas hi Hang Kong 


Dickson Concepts, the Hong 
Kong-based luxury retailer, 
is set for an unprecedented 
loss this year after its 
interim loss of HK$290.78m 
(US$37. 5m) for the six 
months to September 30. The 
group is paying no dividend. 

The loss, deepened by pro- 
visions of HK$i 56.1m, com- 
pares with a profit of 
HK$l96.33m at the halfway 
stage last year, and reflects 
low consumer confidence in 
Asia. Dickson Poon. chair- 
man, held out little pros- 
pects of any turnround in 
the second half. 

“Given the unprecedented 
slump in world markets, the 
group expects to report a 
lass for the full year for the 
first time in its history. It Is 
the group's belief that the 
retail trade in Asia has 
unfortunately entered a 


period where professional- 
ism has become secondary to 
financial capability. 

“The only retailers who 
will be able to survive will 
be those who have the finan- 
cial resources to withstand a 
prolonged period of losses 
until such time as the mar- 
ket consolidates and order is 
restored,” he said. 

Luxury goods retailers 
have been hammered by 
declining wealth in Asia. 
Sentiment remains weak, 
with economies in recession 
and unemployment rising. 

In Hong Kong retail sales 
plunged 22 per cent in value 
terms year-on-year in Sep- 
tember. with department 
stores and luxury goods tak- 
ing the biggest hit. This has 
taken a toll on the territory's 
other retailers. 

This month. Lane Craw, 
ford, the retail arm of Whee- 
lock, reported an interim 


loss of HK$6An for its first 
half, while Joyce Boutique 
Holdings sought a 
HK$34.32m cash injection 
through the sale of a 20 per 
cent stake to Holding di Par- 
tecipazloni Industrial!, the 
Italian fashion, textiles and 
p ub l ishing group. 

Dickson Concepts gener- 
ally enjoys a higher regard 
in *he investment commu- 
nity, partly owing to man- 
agement - which is credited 
with turning round Harvey 
Nichols - but also as a result 
of its greater geographic 
diversity, with the London 
department store and ST 
Dupont in France. 

Its failure to pull oft a bid 
for Barney's, the US depart- 
ment store, was seen as a 
s e t bac k to expansion plans, 
but other US deals have 
emerged and Mr Poon has 
not ruled out a Anther hid 
for Barney’s. 



Conspicuous consumption: Dickson is cretSted with turning round Its subsidiary Harsey Nichols 


Expansion is also continu- 
ing in more depressed mar- 
kets. In Hnng Kong, flagship 
stores of 5,000 sq ft each will 
be opened in February, sell- 
ing Polo/Ralph Lauren and 


Brooks Brothers’ clothing. 

Dickson Concepts’ turn- 
over in the period fell 4-9 per 
cent to HK$2.45bn. 

The interim loss per 
share slumped to 50.2 cents 


before the exceptional item, 
or 108.4 cents after, against 
earnings per share of 73.2 
cents last time. Last year the 
interim dividend was 30 
cents. 


NZ power sale may spark global interest 

Contact Energy’s freedom from regulation is attractive, says Mark Reynolds 
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New Zealand energy maritei 
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‘he allure of one of the 
world’s most deregu- 
lated utility sectors is 
expected to motivate at least 
half-a-dozen international 
energy concerns to bid for 
control of the New Zealand 
energy company Contact 
Energy when it is offered for 
sale early next year. 

The prize for the winning 
bidder will not simply be an 
investment in a financially 
robust energy generation 
and trading business. The 
main reward is Contact's 
prime position in the 
nation's unobstructed elec- 
tricity market 
“It’s a unique opportunity 
for overseas companies to 
get a taste of how their 
home markets might be in 
the future." said Paul Rich- 
ardson. energy analyst In 
Auckland with brokerage 
Warburg Dillon Read. 

Contact is being sold by 
the New Zealand govern- 
ment in a mixture of a trade 


sale of a 40 per cent stake 
and an Initial public offering 
of the re maining 60 per cent 
There are unlikely to be any 
foreign ownership ceilings 
on the investment. 

By world standards. Con- 
tact is a small company. It is 
expected to sell for a little 
more than NZ$L5bn. with a 
return an average sharehold- 
ers’ funds forecast to be 
close to 10 per cent before 
interest and tax. But Con- 
tact’s real value to interna- 
tional investors is the 
breadth of its operations. 

It has capacity to generate 
about 35.000 gigawatts of 
electricity, or nearly a third 
of New Zealand’s total capac- 
ity, from hydro, thermal and 
gas-powered stations. 

It also sells electricity into 
the wholesale spot market, 
and hedges the risk through 
contracts with its customers, 
including small consumers 
and large industrial users. 
Following changes to local 


energy laws in August, Con- 
tact is able to operate a 
retail electricity-trading 
operation. 

In the three months since 
the sector was deregulated, 
it has built up a base of 
more than 800,000 retail 
.power customers. The retail 
business represents nearly , a 
fifth of New Zealand's power 
consumers, while the gas 
retail operations are domi- 
nant. with an 80 per cent 
market share. 


controlled by a so-called 
light-handed regulation. 
Market pressures are trusted 
to keep prices fair in the 
trading and generation activ- 
ities, while charges for the 
use of network or line assets 
are restricted by caps on 
return on capital rules. 

The regulatory changes 
introduced in August make 
it illegal for a company that 
owns 10 per cent of a net- 
work operation to own a 
similar stake in retail trad- 
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Posco privatisation enters 
final phase with ADR offer 

South Korea has began the final phase of the privatisation 
of Pohong Iron & Steel (Posco), the world's second largest 
steelmaker, by seSng a 5.1 per cent stake In a $300m 
offer of American Depository Receipts. The government 
plans to sell its remaining stake of 21.6 per cent, held by 
the state-run Korea Development Bank, tarter. 

The Posco share offer was the largest amount raised 
abroad by a Korean company si nee- the nation sought a 
$58 bn bail-out from the International Monetary Fund a 
year ago. 

The issue was priced at a 26 per cerrt premium to Pos- 

co’s dosing stock price Tuesday of Won59,100. 

• The offering was increased In size to $300m from an ini- 
tial offer of $25Gm in response to strong-investor interest 
and Korea hopes the success of the Posco issue win 
improve chances of the privatisation of other state-run 
companies, inducing Korea Telecom. 

Merrill Lynch. Salomon Smith Barney and Dongwon 
Securities were lead-managers on the issue. 

John Bivton, Seoul 

BANKS 


Contact also owns about ! ing_or generation activities, 
two-fifths of the output of but otherwise the market is 


the nation's largest gas field 
and has a foothold in the 
Australian electricity sector, 
with stakes in a gas-fired 
plant in Queensland and a 
hydro facility in Victoria. 

But the big appeal for ana- 
lysts is Contact's relative 
freedom from regulation. 

Prices, both in monopoly 
power network operations 
and in competitive trading 
and generation activities, are 
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unencumbered. 

Max Bradford, minister 
responsible for energy pol- 
icy. says the aim is to keep 
the industry transparent and 
competitive. He says that 
while most countries use 
forms of heavy-handed regu- 
lation to prevent power com- 
panies cross-subsidising 
their trading business with 
monopoly line rentals, own- 
ership separation has proved 
to be a simpler and more 
effective mechanism. 

Tbe 10 per cent threshold 
caused most electricity com- 
panies to sell one side of 
their business, and that has 
led to consolidation across 
the two sectors. 

“We think there are some 
good opportunities to bring 
some economies of scale to 
the business and add value 
to the industry through pro- 
viding services to other 
parts of the industry,’’ says 


Bob Green, president of Kan- 
sas City base electricity and 
gas group UtiliCorp. His com- 
pany owns nearly three- 
quarters of Auckland-based 
Power New Zealand, which 
owns a network business 
with more than 500.000 cus- 
tomers, or about a quarter of 
the population of New Zea- 
land’s North Island. 


M 


r Green sees opportu- 
nities for UtOicorp to 
take some of the net- 
work management tools it is 
developing in New Zealand 
and apply them to its energy 
business in North America. 

Similarly. Derek Johnson, 
chairman of the New Zea- 
land associate of Canadian- 
based TransAlta, sees oppor- 
tunities for his company to 
teach its North American 
parent some new tricks. 

He says that for retailing, 
for example, there is huge 
scope to bundle other ser- 
vices into their operations. 

These might be product 
discounts or even financial 


services along with energy 
contracts to consumers. 
TransAlta can trial such 
innovations in New Zealand, 
and then apply them to a 
larger market elsewhere. 

Such potential ■ helps 
explain why brokers are 
hinting that the cornerstone 
shareholder in Contact 
might emerge from outside 
the energy industry, with 
Australian Mutual Provi- 
dent, the fund manager, 
already rumoured to be put- 
ting together a bid. 

For their part, executives 
at Contact Energy are enthu- 
siastic about the prospect of 
getting a new owner. 

Paul Anthony, chief execu- 
tive and a former executive 
with PowerGen of the UK 
during its privatisation, says 
the government’s exit from 
the company as an opportu- 
nity for Contact to look at 
areas that the state might 
“traditionally have been shy 
of”, including fund manage- 
ment and financial services, 
or further moves overseas. 


Sinopac in talks with BoA 

Bank Sinopac and Bank of America are to hold preliminary 
talks' next week about a possible purchase of the US 
bank's two Taiwan branch offices and retaft banking unit 
A Sinopac official, who declined to be identified, said the 
US bank's operations were a good fit but it had too many 
staff. Sinopac employs 1 ,200, while 850 are employed by 
Bank of America's retail banking operations. 

The talks, scheduled for December 17 and 18, wiW con- 
sider the takbig over of the business operations. The sub- 
ject of the transfer of personnel will be discussed as a 
separate issue, the offioal sad. 

Bank of America plans to shed its retail banking 
operations in India, Singapore and Taiwan, white concen- 
trating on its Hong Kong and Macau operations as a part 
of the worldwide restructurim following the merger 
between' Barik'bf America and NationsBank this year. * 

- Bank Sinopac waa established in 1992 as a private bank 
and fa aggressively expanding its operations. 

It bought the Los Angeles-based Far East National Bank 
in 1997 and was dose to purchasing a majority stake in 
Mexico’s Banco Industrial to is year before the application 
was rejected by the Mexican government AP-DJ, Taipei 


CREDIT RATING _ 

Moody’s in Indian tie-up 

Moody's Investors Service, the international rating agency, 
has announced a joint venture with ICRA, one of the two 
leading credit rating agencies In India The tie-up is the lat- 
est in a series of ventures between Moody’s and domestic 
rating agencies around the world. Standard & Poor's, 
Moody’s chief rival, has also stepped up its presence In 
markets around toe world. 

Moody's said the joint venture would involve an 
exchange of “global and local market expertise, credit rat- 
ing reports, selective joint research and training of ICRA 
credit rating analysts”. Although India has a relatively small 
corporate bond market, it is expected to grow in the next 
few years. This will stimulate demand for more rating anal- 
ysis. 

In addition, India is expected to make its sovereign 
debut in toe international bond markets at some stage in 
the next two years. Rated Indian corporations, such as 
Reliance Industries, have already tapped debt from the 
International bond markets. 

No financial details were disclosed about the joint ven- 
ture. Edward Luce, Capital Markets Editor 


Founding groups 
quit AsiaSat 


By Louise Lucas 


Two founding shareholders 
are balling out of Asia Satel- 
lite Telecommunications, the 
Hong Kong satellite consor- 
tium, clearing the way for a 
BK$2B8bn (US$377m) cross- 
border restructuring. 

Society Europeenne des 
Satellites, the Luxembourg- 
based satellite company, is. 
paying HK$2£6bn to acquire 
shares held by Cable & Wire- 
less, the UK telecoms car- 
rier, and Hutchison Wham- 
poa, the Hong Kong-based 
conglomerate. 

The third fo unding share- 
holder, China International 
Trust and Investment Corpo- 
ration (Citic), Beijing’s mam 
i nvestmen t agency, will 
increase its ho lding , for a 
smal ler price. It is paying 
HK51IL20 a share, compared 
with the HKJ19.25 paid by 
SES. The companies mid the 
difference recognises Otic's 
contribution to the success- 
ful development of AsiaSat’s 

business. 

The blended price paid, 
HKSI&33 a share, represents 


about 3-L5 per cent of Asia- 
Sat and SES will have a mar- 
ginally smaller stake but 
equal voting rights. The pub- 
lic share remains unchanged 
at 31.05 per cent 

Cable & Wireless, which 
makes about US$266m from 
the sale of Its stake In 
AsiaSat will use tbe funds 
to pay debts. Rod Olsen, 
executive director . Asia 
Pacific, said the disposal 
would allow the group to 
focus on core business. 
Hutchison Whampoa, which 
receives US$106m, will rein- 
vest the proceeds in core 
businesses. 

For As&Sat the arrival of 
a big shareholder in the 
same business win give it 
the technical expertise to 
launch new growth, said 
Peter Jackson, chief execu- 
tive officer. 

“Thitf partnership is a 
turning point for AsiaSat," 
he said. *Tt’s a changing of 
the guard: two initial foun- 
ding shareholders are mak- 
ing way for a new strategic 
partner." 

Romain Bausch, director 
general and chairman of the 


r 


a 49 per cent premium to _ 

Wednesday’s dosing price of management committee at 
HK5UL2Q. SES, said the deal was the 

After the deal, which is 


expected to be completed on 
January 15, Citic will hold 

. \ 

. r 


group's first investment in 
Asia and followed its initial 
public offering in July. 
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ENTERTAINMENT EXECUTIVES EXPECTED TO QUIT AS UNIVERSAL ABSORBS FILMS GRCHJP . ___ 

PFE move a bitter blow for European films 


By AHce Rawsthom 

Hopes of PoiyGram Filmed 

Entertainment (PFE). 
Europe's largest film group, 
remaining independent evap- 
orated yesterday when Sear 
gram announced that it was 
to be folded into Universal 
Pictures, its Hollywood 
movie studio. 

The future of PFE, which 
has backed such lilts as Four 
Weddings And A Funeral 
and Tnxmspoutng, has been 
clouded by uncertainty i^iw 
it was put . up far sale ttn« 
summer when Seagram, '&e 


Canadian entenahunent and 
drinks company, mounted 
an $LUra bid for the Poly- 
Gram group. ' - 

Seagram concluded that 
deal yest e rday, and has now 
started to mage FoOy&am's 
music Interests with its On i- 
vereal Music division. 

Having failed to find a 
buyer for PFE, which it had 
hoped to sdl fhr $750m, Sea- 
gram lias agreed to fold 
parts of it into Universal Pic- 
tures, which disclosed, ear- 
lier this week that if would 
make s J65m second-quarter 
loss after a series of baa 


FEE'S takeover by a Htoly- 
wood gtadio is a hitter blow 
to the European film sector. 
PolyGraaTs strategy of 

investing yini to firm pro- 
duction and distribution 
since M91 was the main cat- 
alyst for the European indus- 
try’s recent revivaL 
Michael Knhn. FEE’S . Brit- 
ish-born chairman and the 
architect of its expansion. is 
now expected to leave: How- 
ever, Universal is under- 
stood to be keen to persuade 
Stewart Till, president of 
FFE I n tel nat ional, to Stay. 


Acquisition puts Bronfman’s 
credibility on the line 


The Seagram president expects to make sayings of up to $300m 
a year by joining forces with PoiyGram, writes ABce Rawsthom 

A fter seven gruelling replaced old vinyl albums phone card s or a compute 
months of delays, Edgar with compact discs, global game,” he says. 

Bronfman Jr, Seagram rec o rd sates in 1996.* Another issue is that fin 

president, yesterday finally Growth, has shw been sing- music market has become 
completed the gllbu acquis- g foh and seems set to remain more mercurial, making i 
tion of PoiyGram, the so, until the economic sttua- hattis* for artists to sustaix 


world’s largest music group. 

The merger of - PoiyGram 
with Seagram's Universal 
Music subsidiary will create 
a colossus with nearly 34 per 
cent of the $38bn global 
music market. 

Ah- Bronfman is not only 
betting gllbn of cash and 
shares in the company bis 
grandfather built on the 
deal, but risking his personal 
credibility among the finan- 
cial community, which 
regards him as a pampered 
charmer who has inherited, 
rather than earned, his 
power at Seagram. . 

Mr Bronftnan is gambling 
that the deal will work 
because of the profits to he 
unleashed by cutting Poly- 
Gram’s and Universal’s 
annual costs by up to $300m. 

A tow years ago, when the 
music industry enjoyed 
double-digit growth, a simi- 
lar strategy would doubtless 
have succeeded; but he is 
ploughing his family fortune 
into music at a time when 
the industry Is entering a far 
less favourable cyde. 

After a heady decade, 
when consumers p#t only 
bought- new> releases— bui-. 


tion stabilises in the ctoce- 
buoyant Asian market. 

Universal Music was far 
smaller, and therefore more 
vulnerable to the slow d o w n 
than PoiyGram. Sony, 
Warner, EMI and Bertels- 


mann, the “big six’* m iintitt .' ing W-g-imr. and Whitney 
tionals that riamwrt 78 per Houston, have sold pObriy. 


cent of record sales last year. 


unpredictability 


Bather than risk losing would pose problems tor any 
critical mass. Seagram business, hut is particularly 
decided to expand its music damaging in music, where 


interests, the same concern 
may prompt Bertelsmann to 
bid for EMI, the only inde- 
pendent member of one of 
what are now the big five. 

Music has historically 
been a cyclical sector, but 
some observers suspect its 
current difficulties reflect 
long-term structural 
changes, which could chal- 
lenge the big five’s domi- 
nance. One factor, acc ordi ng 
to John Kenny, analyst at 
Dresdner Kfebxwort Benson, 
is that music faces unprece- 
dented competition from 
other products, particularly 
those appealing to teenagos, 
traditionally its keenest con- 
sumers. “Instead of buying 


marketing budgets have 
escalated and a record com- 
pany’s expenditure on a new 
album is based on its prede- 
cessor's sales. 

However, the principal 
threat to the industry’s sta- 
bility is the internet's emer- 
gence as an alternative 
mpfln<i of distributing music 
- legally and illegally. 

A t present, most of the 
music distributed on 
the internet is pirated 
copies of CDs, which con- 
sumers download on to their 
computers as MP3 files, and 
then send to friends. The 
Industry fears that this 
ttapoliceable internet trade 


two CDs, tbeyT buy jane and; could spkal out of control 
putitbe-reqtjtowards mobile once portable MP3 recorders 


It also hopes to retain Eric 
Fenner and Tim Bevan, co- 

chairmen and oo-foonders of 
Working Title, the London- 
based pztsducfian company. 

Universal, which reshuf- 
fled its senior management 
last month following Its run 
of flops, declined to specify 
which PFE assets would be 
retained. 

The areas in which it is 
understood to be most inter- 
ested include the film distri- 
bution operation outside the 
US, run by Mr Tfll, and vari- 
ous ftbn and video compa- 
nies. • • 


Other parts of PFE are 
Hkely to he dosed, possibly 
Including hs US film distri- 
bution network. 

Seagram hopes soon to 
conclude the sale of the old 
ITC television library, which 
owns rights to TTnmderb ir ds 
and The Prisoner, to Carlton 
Communications, the UK 
media group. It has already 
sold PFE's other library 
Interests to MGM/UA. 

Having completed its 
Jllbn deal. Seagram is merg- 
ing Pol yG ram’s music Inter- 
ests with Universal Music. 
This process will trigger the 


loss of 3.000 jobs - including 
2,000 tn North America - 
from Hs ISMXPstrong work- 
force. 

Doug Morris, chairman of 
the new Universal Music 
Group, now the world’s big- 
gest music business, said 
that the merger would yield 
annual savings of around 
S300m. at the top end of Sea- 
gram's original forecast. 

Mr Morris said that Roger 
Ames, chairman of Poiy- 
Gram Music, was expected 
to leave. David Munns. 
another senior PoiyGram 
executive, is also quitting. 


phone c a rd s or a computer 
game,” he says. 

Another issue is that the 
music market has become 
more mercurial, making it 
iwwfar for artists to a ^ hl<11 
success. Many of 1996*8 big- 
gest hhs are by ads, such as 
Master P i n the US and 
RobUe Williams in Europe, 
who were written ofTlast 
year; and recent releases by 
once-bankable stats, includ- 




Moving ‘aster than a rollercoaster 
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and players become widely 
available. 

The hig five should be able 
to exploit the Internet com- 
mercially by selling digital 
versions of music directly to 
consumers, thereby saving 
manufacturing costs and the 
retailer’s margin. The US 
industry plans to start an 
online experiment with IBM 
next year. - 

However, the growth of 
online sales will put pres- 
sure on prices. Moreover, the 
Mg five will be moving from 
an orderly retail sector, that 


their marketing muscle 
allows them to dominate. 
Into a fragmented market, 
where artists will also have 
the option of handling their 
own distribution. 

Thousands of young, 
unsigned acts already 
bypass the music industry 
by selling, their music from 
internet sites. The critical 
question for the big five is 
whether lucrative superstars 
will do so too; by using con- 
sultants for promotion and 
clinching cash advances' in 
the form of securitised 'loans 


against future royalties from 
investment banks, as David 
Bowie has done. 

“Some major artists are 
now starting to discuss 
internet distribution, albeit 
as a long-term possibility." 
says Paddy Grafton-Green, 
senior partner at Theodore 
Goddard, the London law 
firm which advises the 
Rolling Stones and David 
Bowie: The outcome of such 
discussions, more than any- 
thing else, will determine 
whether Mr Bronfman's 
gftbh gamble will pay oft 
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T Eaton disappoints with 
loss of C$12.5m in term 

T. Eaton, the Canadian department store group struggling 
to reinvent itself as a purveyor of upmarket fashions, failed 
to meet expectations yesterday when it reported that 
slower than expected growth tn overafl sales led to a tttrti- 
quarter net «oss of C$l2.5m. or 52 cents a share. One 
forecaster had expected the company to lose 16 cents a 
share, although other analysts said Eaton's results ware 
not significantly below dimi nished expectations. The com- 
pany reported a net toss to CS23.7m during toe same 
quarter last year. 

Analysts had expected the company to report earnings 
of 35 cents a share m the third quarter until it recently - 
issued a profit warning, citing lower than expected sales 
and pressure on margins. It said that while third- quarter 
revenue would be higher on toe strength of fashion sales, 
overaP revenue would not be as strong as expected due to 
stow sates of hard goods. 

Eaton, which emerged from bankruptcy last year, has 
been under pressure from tow-cost competitors such Wal- 
Mart. which offer many of the same goods found in Cana- 
efian department stores, tn response. Eaton has been 
updating its image by renovating stores, abandoning hard 
goods and offering brand name fashions to attract younger 
shoppers. 

The company, which operates 64 department stores, 
said sales in its priority fashion categories increased 
21 per cent over the year earlier to C$314m. Priority fash- 
ion sates now represent 80 per cent of the company's 
total sales, against 70 per cent previously. Analysts said 
the strategy appeared to be working, although not as 
quickly as Eaton had forecast. Jim Okamura. a retail ana- 
lyst with JC Williams Grotto, said the company's early 
forecasts for its tumround had been over-optimistic. Brant 
Ballantyne. Eaton chairman, said that while sales had not 
grown as quickly as planned, the group remained confi- 
dent to its strategy to focus on fashion sales. 

Eaton shares fed 15 cents to C$5.10 at midsession yes- 
terday, having been issued at CS15 in the company’s 
C$1 80m IPO tn June. Scott Morrison, Toronto 


VEHICLE PARTS 

Strong sales lift Magna Inti 

Strong sales in North America and Europe enabled Magna 
International, the Canadian vehicle parts maker, to report a 
higher than expected 55 per cent increase in net income 
for its first quarter of fiscal 1999. The figure for toe quarter 
to October 31 was C$147.8 m (USS95.8m), or $1.67 a 
share, compared with earnings to C$95.1 m, or $1.22m, 
last year. Analysts had expected the company to earn 
C$1 .58. Magna said sales during the quarter jumped 
almost 46 per cent to C$3bn. reflecting a strong increase 
in the content of the group's part in North American and 
European vehicles. Results were helped by increased 
vehicle production on both continents. Operating income 
in the quarter rose from C$1 47.3m to CS233.4m. 

European sales were up sharply as a result to Magna’s 
acquisitions to Steyr-Daimler-Puch, the Ymos Automotive 
Group, Roftra Morse and Paulisch. The SDP purchase was 
significant for Magna, for it gave it the ability to engineer 
and assemble complete vehicles for producers. 

Magna said its first quarter results were adversely ' 
affected by DaimlerChiysler’s unusually slow launch to its 
LH mid-sized vehicles. Scott Morrison ’’ 
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INSURANCE BROKING UP TO 1,650 JOBS TO GO AFTER TAKEOVER OF SEDGWICK 


Marsh & McLennan rules out more buy-ups 


By Andrew Boiger, 

In s u r an ce Correspondent 

Marsh & McLennan of the 
US. the world's largest Insur- 
ance broking group, has 
ruled out making further sig- 
nificant acquisitions in the 
Insurance sector. 

Tan Smith, chair man, said: 
"We are definitely not in 
acquisition mode in Insur- 
ance. But we would like our 
management consultancy 
business to be bigger." 

The New York-based com- 
pany has just completed on 


agreed £L25bn (*2bn) take- 
over of Sedgwick, its UK- 
based rival, having last year 
acquired privately-owned 
Johnson Higgins of the US 
for $1-Sbn. 

- In spite of this acquisitive 
record. Mr Smith said: "We 
are not persuaded that size 
in itself is such an advan- 
tage. We did not set out to 
be consolidators. We have 
have been more Interested in 
adding professional depth to 
the group, rather than cover- 
age - which we already 
had." 


Mr Smith said he expected 
that the enlarged group 
would trade as JH Marsh & 
McLennan in the Americas 
and as Sedgwick Marsh & 
McLennan elsewhere, 
although this was still ‘‘work 
in progress". 

When the Sedgwick deal 
was first announced in 
August, Marsh & McLennan 
said it hoped to cut costs by 
at least $l50m and that more 
than i,ooo Jobs would be lost. 
Yesterday the US group said 
it expected the total job loss 
would be between. 1,100 and 


1.650, although some would 
go through natural wastage. 

Mr Smith acknowledged 
there had been some concern 
about the growing power of 
his group and Aon, the Chi- 
cago-based group, which 
between them dominate the 
global insurance broking 
market. But he said: "We are 
not an irreplaceable service. 
If our clients are not happy, 
then they Insure them- 
selves. or go directly to the 
insurers." 

While Its firm, William M 
Mercer, is a leader in the 


field of human resource con- 
sulting, Marsh & McLennan 
is anxious to raise the profile 
of Mercer Management Con- 
sulting, which was launched 
less than 10 years ago. 

However,. Mr Smith said: 
“We are more likely to 
expand, the consultancy side 
through supplementary 
acquisitions, rather than 
tackle a different culture by 
taking over a large organisa- 
tion." Taming to the group’s 
third arm - investment man- 
agement - Mr Smith said its 
company, Portman, had seen 


its funds raider management 

shrink from $aaobn to just 
over f245bn when Wall 
Street plunged in the sum- 
mer, although It had now 
fhlly recovered. " 

Despite the market’s sub- 
sequent bounce, Mr Smith 
said investor .sentiment in 
the US had "been affected and 
Portman was reacting 
accordingly. 

He said: "We have cut 

back on our year-end cele- 
brations because we want to 
adopt an austere attitude to 
oasts in 1999." " 


Doubts raised about rush to consolidate 


The collapse of the Clariant/Ciba merger plan gives rise 
to questions about the rationale for big mergers 


Share prfca (Sft) 


\ Ctariant 
Warepfctfefty 


By WHRam Hafl in Zurich 

The sudden collapse of the 
merger of Clarlant with Ciba 
Speciality Chemicals raised 
doubts about whether big 
really is beautiful in some 
industries and whether the 
hectic pace of consolidation 
in some of the world’s big- 
gest industries, such as 
pharmaceuticals and oil, 
deserves to be replicated in 
related industries. 

Was the collapse of the 
merger a result of two man- 
agements who were in too 
much of a hurry to prove 
themselves? Or was it a deci- 
sive move by two companies 
which had looked at the 
numbers and decided that 
they did not add up after all? 

Other companies might 
have persevered with the 


merger rather than risk the 
embarrassment of admitting 
that they had got it wrong. 

Clariant, which was spun 
off from Sandoz in 1996, and 
Ciba, floated on the stock 
market by Novartis last 
year, were number one and 
two already in the flOObn a 
year speciality chemicals 
industry. 

The proposed merger, 
announced on November 9, 
would have created a com- 
pany with sates of SFrlStm 
<SZ&3bn) and a workforce of 
55,000 - twice as big as its 
nearest competitor. 

Rolf Meyer, Ciba chair- 
man, said in a letter to 
employees this week that 
while the “strategic and 
compelling Industrial logic" 
of combining the two busi- 
nesses had been confirmed. 


“there were unacceptable 
risks associated with prog- 


“The risks identified 
included a series of signifi- 
cant and material commer- 
cial, financial, legal and reg- 
ulatory risks and constraints 
in executing the planned 
transaction and which would 
affect the future merged 
company." 

Ciba considered the risks 
to be "so significant as to 
undermine the future bene- 
fits and synergies as stated 
as part of the rationale for 
the planned merger", said 
Mr Meyer. 

Neither side was willing to 
elaborate on the risks which 
they had identified during 
their due diligence. 

Michael Jacobi, Ciba chief 
financial officer, said yester- 
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day that the tact that the 
two companies were less 
than five miles apart did not 
mean that “we knew all 
about the other company". 
There was not one “block- 
buster reason" why the deal 
was scrapped, said Mr 
Jacobi. 

The stock market was 


never as enthusiastic as the 
two company managements 
about the wisdom of the 
merger. Bank Sarasto, in a 
note last week, said that in 
the speciality chemicals 
industry “bigger is not nec- 
essarily better". Small 
increases in global reach, 
purchasing and pricing 


power will . do little to 
address current threats to 
the enlarged group, said Sar- 
asin’s analyst : 

“The whole merger was 
rushed, ill-thought out' and 
ill-defined. These companies 
are often operating in niche 
markets where critical mass 
is not necessary," says Mer- 
rill Lynch. “When you have 
the two biggest companies 
by Ecu In the Industry get- 
ting together it did not make 
such obvious sense.” 

Danlele Scflingo of Bank 
Vontobel says the enlarged, 
company would have had 
market shares in two of the 
overlapping divisions - poly- 
mer additives and. pigments 
- that might have caused 
antitrust authorities to inter- 
vene. This would have 
reduced synergies. 

Ciba shares closed SFr0.75 
lower at SFriJ5 after a low 
"of Sm08-2S. Clariant shares 
rose SFr6 to SFi619. 



By Kevin Done 

East Europe Correspondent 


WAZ Medien . Gruppe. 
Germany’s third largest pub- 
lishing group, is expanding 
its interests in east Europe 
with the takeover of a 50 per 
cent stake in Europa Press 
Holding, the leading newspa- 
per and magazine publisher 
in Croatia. 

The acquisition is the first 
foreign investment to be 
.made In the media In Croa- 
tia. and is a signal of grow- 
ing investor interest in a 
country that has . tended to 
be bypassed by Investors In 
east Europe. 

WAZ is to inject DM32m 
(gi9_2m) In hew equity capi- 
tal to acquire the 50 per cent 
stake and shared manager 
ment control, said Marjan 
Jurteka, Europa Press Hold- 
ing executive director for 
development. 

The group currently has U 
magazines, mainly consumer 
titles It also publishes the 
Croatian versions of Playboy 
and Cosmopolitan. 

The group is planning to 
invest about DMSOm over 
the next two years for new 
projects, including the devel- 
opment of alternative distri- 
bution systems and the 
launch of publications in 
other parts of farmer Yugo- 
slavia - led by Bosnla-Her- 
cegoviiia and Slovenia. . 

The deal will strengthen 
the presence of the indepen- 
dent media - in Croatia 


group 


against the heavy Influence 
of the Croattan ruling party, 
the HDZ (Croatia Democratic 
Union) of President Fraryo 
Tudjman. 

The international commu- 
nity is pressing for greater 
media freedom, in particular 
in television, ahead of the 
next general election, which 
must be held by January 
2000. 

Europa Press . Holding is 
forecasting a net profit of 
DM6m on a turnover of 
about DMiOOm in 1998. 

The r^ mpany wn* founded 
at the end of 1990 in the 
wake of the country's first 
multi-party elections by 
Ninoslav Pavic with the 
launch of the independent 
political weekly Globus. Mr 
Pavic will inaintain a 50 per 
cent stake and will be joint 
chief executive. 

Earlier this year it 
launched the Jutarqji List, 
which has quickly become 
the second largest selling 
national daily newspaper. 
WAZ .also has stakes In 
newspaper groups in Hun- 
gary and Bulgaria as well as 
in Austria, where it owns 
the Kronen Zeitung and 
Kurler titles. 

The privately owned news- 
paper publisher, whose flag- 
ship publication is the 
Essen-based Westdeutsche 
Allgemeine Zeitung, is the 
third largest German pub- 
lisher behind Bertelsmann 
and the Axel Springer group 
with a turnover of DM4bu. 


Aetna buy shows commitment to managed care market 


By John Audios h New York 

Aetna's SI bn acquisition of 
Prudential Insurance of 
America's healthcare busi- 
ness yesterday removed any 
lingering doubt that it was 
serious about its belief In the 
controversial US managed 
care market 

ft is the third big health- 
care acquisition that Aetna 
has made in barely more 


than two years and has been 
completed despite serious 
problems integrating its first 
big deal - the $9bn acquisi- 
tion or US Healthcare in 1996 
- which forced it to issue 
two separate profits warn- 
ings and which inflicted seri- 
ous damage on Its reputation 
in Wall Street 
Richard Huber, Aetna 
chief executive, said: “La our 
industry, size and scale do 


matter. By combining these 
operations, we will be even 
better able to offer high 
quality care at a reasonable 
cost” 

The deal Aetna the 
largest managed care pro- 
vider in the US. providing 
services to about 10 per cent 
of US households. It will 
offer managed care hr 81 
states and have a leading - 
position in nine of the 10 


Largest The Pru has a big 
business in Florida, filling 
an important gap for Aetna, 
leaving California as the 
only large state where it 
does not have a big presence. 

ft has moved swiftly, as it 
is only nine months since 
Aetna bought NYLCare. the 
health business of New York 
Life, another large mutual 
insurer, tor $l.Q5bn. Aetna 
has disposed of its individual 


life Insurance and property 
and casualty businesses, 
which It sees as slower 
growth businesses, while it 
has made this acquisition 
campaign. 

Mr Huber said the NYL- 
Care integration was ahead 
of schedule, and he was con- 
fident that the deeply trou- 
bled merger of US Health- 
care would: hot be repealed. 
This had involved merging 


14 different information 
technology platforms into 
one - mainly due to- prob- 
lems in the original Aetna 
business, rather than at US 
Healthcare. Both NYLCare 
and the Prudential business 
come with only one plat- 
form. 

US Healthcare came to the 
merger with four service 
centres syhfle Aetna - much 
the same 1 size had 4L By 


the end of the integration 
process, this number had 
been reduced to a merged 24. 

Mr Huber hopes to benefit 
from the drastic restructur- 
ing that, has already taken 
place at Prudential over the 
past 18 months, as .the par- 
ent company attempted to 
prepare it for a sale. While 
18 months ago it operated 
from 44 separate .service .cen- 
tres across the country, -it 


has now slimmed this down 
to only four large centres, all 
of which will.be retained. 

Aetna expects to make 
synergy savings of between 
gL30m and $l50m In annual 
costs, equivalent to up. to 15 
per cent of .the Prudential 
business's cost base. Most of 
this will come next year, 
mainly from, the elimination 
of tile Pro's corporate over- 
heads. 


OSLO AIRPORT FORNEBU CLOSES DOWN - THE KOKS A AREA IS ROT UP FOR SALE 

i 

Scandinavian Airline Systems and the state property company, Statsbygg, are patting up the land and 
the buildings known as the « Koksa area* at Oslo Airport Fomebu for sale. 



Oslo Airport Fomebu with its 840 acres (3.400.000m^ is the single largest land area to be planned 
and developed centrally in the Oslo area in modem times. 

The Koksa area encompasses 22 acres and approximately 74.000 m : of building area (above and 
under ground). Some of the buildings should probably be tom down in order to give zoom for new 
buildings. The area is expected to be regulated during the course of 1 999 and give room for a total 
building area of approximately 90.000 - 120.000 nv above ground. Broker valuations of the Koksa 
area are in the NOK 630-740 million range. 

The Norwegian parliament has signalled that a national knowledge based centre shall be located at 
the Oslo Airport Fomebu area. The Koksa area will be a pan of these plans where the public and the 
private sector jointly will give meaning to the visions. The buyer of the Koksa -area will be asked to 
produce a plan for contributing to IT - and knowledge based activities in the area. The sale will 
follow regular state sale procedures and the current concession laws. The sellers are not obliged to 
accept received offers. 

Interested ponies are advised to contact: 

H&QNORDEN 

EIEbnX)MSMEGI^RFORRETNING 
Stranden I A, Aker Brygge 
P.O. Box 1580 Vika, N-0IZ8 Oslo 
Tel: +47 23 11 68 00 
Fax: +47 23 1169 40 


OFFICES FOR SALE OR RENT 

A UNIQUE LOCATION NEAR GENEVA 
20 MINS FROM AIRPORT 


On the shores of Lake Genova, Rolle Business Parts Is a 
new and modem office oompkax in a superb environment 
3 high standard buildings or floor areas 
from 300 to 8,000 sq m. Available for mid 2000. 

RoBe Business Park win suit your requirement with 
the latest fiber-optic and air conditioned equipment 
CONTACT US: 

E-Mail: strflprOaol.com A I 

Til: +4140.707.0800 l«-it 

Fax: +41.22,707.08^8 ARGECIL SJL | 


Classified 

information, 


For infor.hulion cut 

Cta4ifM) Property odvr-rUynt; in titer FT col); 

Tel; *-44 171 S73 4-474 Fax: -44 171 873 309£ 
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NORMA COHEN • 

THE PROPERTY MARKET 


Politics and the plough 


Are farm values finally going to truly reflect economic worth? . 


Much of Europe is flat and 
arable. America, from the 
Ohio River to the Rockies, is 
the same, not to mention the 
ABCs of agriculture, 
Argentina. Brazil and 
Canada. 



With such a surfeit of 
productive agricultural land, 
the prospective investor is 
arguably spoiled for choice 
and may have a hard time 
deciding which market is 
likely to provide the highest 
rates of return. 

However, the components 
of farmland values are rarely 
focused on the productivity 
of the underlying real estate, 
says Jim Ward, head of the 
agricultural research 
department at FPDSavflls. 
The story of agricultural 
land values has been more 
about how much 
governments were prepared 
to pay to support the prices 
of commodities. Hence a 
“true" farmland market has 
not been the norm for much 
of this century . 

However, proposed 
Changes to the EU’s 
Common Agricultural Policy 
(CAP), to take place after 
2000, are likely to make 
underlying farmland prices 
much more sensitive to the 
market values of the 
commodities they produce. 

“We are In to a brave new 
world here." Mr Ward says. 
"The EU markets will move 
much more in line with 
world prices and we think 
there will be four* to 
five-year cycles." His 
company is forecasting a 
further drop in UK 
agricultural land values 
from the peak In mid-1997. 

A “true" market has not 
existed in the US either 
where, until fairly recently, 
subsidies have played a 
significant role. However, . 
with the US unwinding its 
agricultural subsidies aatL 
theEU contemplating a 
scaled down version of CAP, 
there is the prospect of a 
more truly commercial 
market in farmland values. 

Meanwhile, a nascent 
commercial market in 
agricultural land is 

emerging in eastern and 

central Etyupe, says Henry 


.Wilkes, who researches that 
region for FPDSa villa- 
in most' countries there 
are still restrictions on 
foreign ownership of land, 
which may depress land 
prices and deter investors. 
For instance, in Hungary, 
which arguably has the 
richest soil in Europe, 
foreigners may lease land 
hut not own it, and 
significant stretches remain 
in state hands. In Poland, . 
foreigners may acquire land 
only through a company in 
which foreign ownership is 
no more than 49 per cent. In 
the Czech Republic, 
foreigners may own, lease 
and buy land, but there are 
serious restitution problems, 
with the state facin g many 
rfanng from pm^nTnm rmfcrf 
era owners. 

The big question, says Mr 
Wilkes, is what wxD happen 
when these countries seek 
EU membership. Will they 
bring production into line 
with that agreed with the 
EU? And what will be the 
effect on grain prices - and 
on the land on which it is 
grown - In the EU generally. 

Mr Ward says the thrust of 
CAP has been to help 
support the prices formers 
earaior goods sold in their 
domestic markets and to 
allow the use of export 
subsidies to depress the 
prices of commodities sold 

abroad, maintaining - 

competitiveness. 

This in turn ev entually 


commodities prices, making 
Imported goods more 
competitive, driving down 
domestic prices further. 


■MdwfmtlrinfliKprfN tSfxrtmne) 
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The effect of changes to the 
GAP programme, along with 
bumper harvests in 1995 and 

1996, led to a precipitous 
decline in UK wheat prices 
to late 1996 and through 

1997, with a trough around 
the middle of 1998. 

Meanwhile, the market 
value of UK arable land 
mirrored the fortunes of UK 
wheat, but for more 
modestly than, would have 
been suggested by wheat 
prices. Agricultural land 
specialists in other countries 
say the same is true around 
much of the world. 

The purchase of fa rmland 
by non-form buyers has also 
been a significant crutch for 
agricultural land values. 

Porter Martin, president of 
Martin, Goodrich & 
Associates, an agricultural 
real estate and farm 
management company based 
in He Kalb, Illinois, says 
farmland values on city 
peripheries to the US’s com 
belt have commanded 
fantastic pr emium* when 
resold for residential 
development. NapervQle.an 
area outside Chicago and 
borne to a number of 
growing high-tech 
companies, has farms selling 
for $25,000 to 575,000 an acre, 
against one-tenth of that just 
30'mlles.away. 

Moreover, a tax rule 
allows what is known as "an 
exchange" whereby the 
non-form purchaser buys an 
area of much cheaper land 
which allows him to effect 
the purchase of the 
expensive land as an 
exchange, rather than as a 
purchase. Under these 


terms, the farmer- seller 
incurs no capital gains 
liability, and is free to use 
the proceeds to buy a much 
larger form in the com belt 
heartland which stretches 
from Ohio through 
Nebraska, and Minnesota 
through Illinois. 

These fanner-buyers, in 
turn, are helptog to support 
agricultural land values to 
the US heartland. 

Even farmland outside less 
vibrant cities than Chicago - 
such as St Louis and Detroit 
- are experiencing similar 
upward pressure from 
non-farm buyers. . 

Moreover, says Mr Martin, 
even if commodities prices 
are falling; Wo- technology is 
enabling US formers to grow 
more bushels an acre than 
ever. Thus, farm incomes 
have grown for the past II 
years, regardless of the 
swings of commodities 
prices. 

However, Mr Martin says 
the recent collapse in world 
grain 'prices is beginning to 
take its toll, and this is 
filtering down to land prices, 
which have softened by 10 
per cent to 12 per cent, 
particularly for less 
productive plots. 

The question about the 
future of agricultural values 
may thus be a question of 
political will. Are 
governments prepared to 
reduce their efforts to 
cushion farmers from the 
cyclical gyrations of world 
markets, or will the next 
crisis spur new efforts to 
prop up grain prices and the 
land upon which it Is grown? 

The next property co lumn 
will appear on January 8. 
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SAY WE TRADE EUROPEAN 
BY SECTOR. 


WE’RE THE 


AND THE LAST TO SAY THAT’S THE ONLY WAY TO DO IT. 

As the euro sweeps away the boundaries of European commerce, our clients will be among the 
first to realise the possibilities. 

At Merrill Lynch, we hope pioneered the concept of trading European equities bj sector. 
At a stroke, this will enable clients to capitalise to the fill on an opportunity without obstacles and 
frontiers. At the same time, however, a "big bang" change wont suit everyone. For many 
organisations , country presence remains of pivotal importance. And that’s why, whatever else may 
change, our European trading centres will be as central to our service as they have always been. 

So when it comes to offering sector and country trading, *111 It 

the answer isn’t either/or. At Merrill Lynch, it sjyes. OWI V 
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COMPANIES & FINANCE: EUROPE 


MAIL DELIVERY GERMAN POSTAL SERVICE SPENDS DM1 .8bn ON DANZAS PURCHASE 


Deutsche Post expands with Swiss buy 


By Frederick Studernam 

to Frankfurt and 

WBhun Kafl In Zurich 


The consolidation of 
Europe's mail delivery and 
logistics sector toot a signifi- 
cant step forward yesterday 
when Deutsche Post, the 
acquisitive German postal 
service, announced an 
agreed DMiJSbn ($l.08bn) 
takeover of Danzas. the 
Swiss logistics group. 

The cash deal, which at 
SFrSOO a. share offers Danzas 
shareholders a 30 per cent 
premium on Wednesday’s 


dosing price, is the latest in 
a series of acquisitions by 
state-owned Deutsche Post, 
which aims to become 
Europe's biggest integrated 
logistics company. 

Klaus Zumwinkel, Deut- 
sche Post chairman, said the 
takeover was a response to 
globalisation and the launch 
of the single European cur- 
rency. “The increasing glo- 
balisation of business and 
especially the process of 
European integration mean 
the business relationships of 
customers are becoming 
increasing international.” 


He said that with 60 per 
cent or Deutsche Post sales 
coming from business cus- 
tomers, the company needed 
to respond with a more 
international level of service 
and offer a “one-stoihshop’' 
offering everything from tra- 
ditional letter and parcel 
delivery to overnight couri- 
ers and information technol- 
ogy-supported transport 
logistics. 

There are three planks to 
Deutsche Post's interna- 
tional strategy: building up a 
European parcel distribution 
network: expanding an inter- 


Germans first past the post 

DP has been most the aggressive in responding to liberalisation 
of the industry, say Charles Batchelor and William Hall 


F or a sleepy, state-owned 
post office, Deutsche 
Post has proved remark- 
ably fleet of foot Yesterday’s 
acquisition of Danzas, the 
Swiss freight forwarder and 
logistics group. Is the latest 
in a series of deals which 
have broadened DP’s range 
of activities. 

But the move is also typi- 
cal of the response of other 
post offices as they face 
growing pressure from agile 
commercial competitors in 
their parcels and traditional 
markets and governments 
around the world liberalise 
their postal services. 

Increasingly, they are 
acquiring private-sector com- 
panies in parcels and logis- 
tics to broaden the range of 
services they can offer to 
ever more demanding inter- 
national customers. 

The prospect of liberalisa- 
tion of the European postal 
market from 2003, with the 
size of “protected” mail - 
mail reserved for the 
national postal service - 
expected to be reduced from 
3S0 grammes to 100 
grammes, threa tens tougher 
competition and gives an 
added spur to the ambitions 
of post-office managers 
around the continent 
DP, invigorated by the 
injection of McKlnsey- 
tramed consultants, has 
been the most aggressive. 


acquiring 22.5 per cent of 
DHL last March and half of 
Securicor Omega Distribu- 
tion of the UK last month. 

Anyone who had 
suggested five years ago that 
TNT and DHL, two of the 
four global “integrators" 
alongside Fedex and UPS of 
the US, would succumb to 
post-office bids would have 
been laughed out of the post 
room. 

The integrators - so called 
because they provided a 
door-to-door service - were 
in the forefront of technical 
and commercial progress 
from the early 2970s to the 
early 1990s. 

With their fleets of air- 
craft, their massive sorting 
hubs, and their armies of 
delivery men and women, 
they became a powerful new 
force in the distribution 
industry. 

But the German post office 
is not the only organisation 
to expand into parcels and 
the heavier side of distribu- 
tion. The Dutch postal and 
telephone service, floated on 
the Amsterdam stock mar- 
ket in 1994. has also been 
expanding through acquisi- 
tion, most notably through 
Us purchase two years later 
of the TNT parcels group. 

However, the surprising 
element in the commercialis- 
ation of Europe’s post office 
has been the slowness of the 


British. Earlier this week the 
government once again 
ruled out even partial priva- 
tisation of the Post Office. 

Peter Mandelson, trade 
and industry secretary, 
opted instead for a limited 
package of reforms, includ- 
ing cutting the Treasury 
take from PO profits and giv- 
ing greater freedom to 
invest But this puts the PO 
where its Dutch counterpart 
was 10 years ago, said one 
commentator. 

Danzas, the freight for- 
warder in yesterday's deal, 
has had Us own problems. It 
bas been struggling to 
recover from the creation of 
European single market, 
which did away with most 
customs controls and the 
need for services supplied by 
the freight forwarder. Profits 
have been recovering but 
remain very low. 

The power of the post 
offices is a source of concern 
to the independents, grouped 
in the European Express 
Organisation, which repre- 
sents companies such as 
FedEx, United Parcels Ser- 
vice and some smaller opera- 
tors. They have been con- 
cerned that post offices 
could cross -subsidise their 
move into the parcels mar- 
ket 

The shift in power from 
the integrators to the post 
offices is only part of a wider 


national over-night delivery 
service; and logistics and 
value-added services. 

Mr Zumwinkel said the 
flurry of recently, acquisi- 
tions carried out by Deut- 
sche Post needed to be seen 
against this backdrop. 

This year it bought stakes 
in DHL, the international 
courier service, and the par- 
cel distribution business of 
Securicor of the UK Last 
week alone Deutsche Post 
announced it would take 
over, from January 1. Post- 
bank, Germany's postal 
savings bank, for just over 
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DM4bn and also that it was 
buying Ducros. a French 
parcel distribution company. 

Danzas will be expanded 
into the main logistics arm 
of Deutsche Post Peter Wag- 
ner, Danzas 's chief execu- 
tive. will join Deutsche 
Past’s management board as 
head of logistics. 

Mr Zumwinkel said the 
Inclusion of Danzas repre- 
sented a further bolstering 
of Deutsche Post ahead of 
privatisation in 2000. The 
company will retain a 
monopoly on some mail 
services within Germany 


until the And of 2002. 

In the first halt Danzas* 
net income more than dou- 
bled to SFr28m iSZQvfim), 
though analysts doubted 
whether it had the financial 
strength to take part in the 
consolidation of Europe’s 
transport industry. Last year 
it had operating profits of 
SFrS5m and a return on 
sales of 0.8 per cent - 

Credit Suisse First Boston 
advised Deutsche Post and 
Warburg Dillon Read 
advised Danzas. 


Observer, Page 13 
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■1 • DeuBche Post recently pwetesed 

? of DM- (225% taken in Mar 1998. 
i' subsequently increased to 25% Sap 1998) 

z • Deutocha Post bought Bdtfum Parcel 
: (formerly General facet consartmT) In 1997 

: • Dattsche Post bought 51% of SaiYteco 

* ctPotond (part of General Parcedn 

; early 1998) 

7 • Deutsche Post acquired 50% of 

i Secofear Dotrftxifion to the UK Nov 1998 

• Deutsche Post bought 68% alDucrns in 
i France In Dec 1998 

~ •KPN-Outa tat (no* TPG) bought TNT 

j Express WbrkMde in 1996 

= • Royal Mad bought 1CL3% of CityMal In 

Sweden in .My 1998 

•Itatai Port bought SPA parcel s operator 
to la^ (early 1998) 


transformation under way in 
the business of moving docu- 
ments, industrial compo- 
nents and even larger items 
around the world. 

Driven by globalisation of 
industry and the breaking 
down of trade barriers, 
exporters increasingly 
demand a global spread from 
their distribution company. 
This has prompted a merger 
frenzy among the logistics 
groups the freight forward- 
ers and the shipping lines 
which have traditionally 


dominated these markets. 

Yet even the largest of the 
groups active internation- 
ally. such as Exel and Tib- 
bett and Britten of the UK 
Danzas. Tecnologistica of 
Spain and Geodis of France, 
cannot offer a truly global 
service. 

The desire to create more 
comprehensive groups led to 
the merger just over a year 
ago of Schenker-Rhenus of 
Germany, and BTL of Swe- 
den to create Scheuker BTL, 
one of the largest land trans- 


port and distribution net- 
works in Europe. 

And the process is by no 
means over. Viag, the 
German conglomerate, 
recently pot up for sale its 
30 per cent holding in 
Kuehne & Nagel, a large 
freight forwarder. - ■ - 

Paul Jackson, chief execu- 
tive of Triangle, a logistics 
consultancy, forecasts that 
five or six large groups will 
dominate the European 
cross-border market wi thin 
seven or eight years. 


FINANCIAL SERVICES BELGIAN CABINET APPROVES SALE OF REMAINING 25.1% OF BANK FOR BFr51.85bn 


Fortis given ASLK-CGER clearance 


By Jeremy Gray in Amsterdam 

Fortis. the Belgo-Dutch 
financial services group, yes- 
terday won Belgian cabinet 
approval to buy the remain- 
ing 2S.1 per cent of ASLK- 
CGER, Belgium's fourth- 
largest bank, from the gov- 
ernment for BFr51.85bn 
(S1.51bn). 

Fortis, which already owns 
74L9 per cent of the formerly 
state-owned bank, bas been 


poised to take full control 
since the Belgian govern- 
ment passed a law in July 
clearing the way for full 
privatisation. 

The purchase price, which 
covers BFrl-35bn in divi- 
dends and the remaining 0.1 
per cent of ASLK-CGER’s 
insurance arm, will come 
out or reserves bolstered by 
a FI l.5bn ($800m) convert- 
ible bond Fortis issued in 
October. 


Pending approval by the 
Banking and Finance Com- 
mission. the Belgian watch- 
dog. the deal will end a 
phased sell-off which began 
in 1993, when Fortis bought 
almost half of ASLK-CGER’s 
equity. 

The operations of the 123- 
year-old institution would be 
placed into a new banking 
division which would 
include VSB and MeesPier- 
son. the Dutch banking 


groups, as well as General e 
Bank. Belgium’s biggest 
bank, which Fortis snapped 
up from rival bidder ABN 
Amro last summer. 

Fortis also said it would 
arrange a “squeeze-out" of 
the remaining 0.04 per cent 
of ASLK-CGER’s bank 
shares that are publicly 
traded. 

Herman Verwllst, Fortis 
deputy chairman, told VRT 
radio that the price for the 


final stake was “right" but 
conceded that the payment 
agreed was above Fortis's 
initial bid. 

He declined, however, to 
confirm that the difference 
had been as high as 
BFrlObn. 

Herman van Rompuy, bud- 
get minister, said separately 
that the proceeds of the sale 
would go towards cutting 
Belgiu m ’s debt and interest 
burden. 


Bayerische Hypo- und Vereinsbank AG 
New York Branch 


DEM 2,000.000.000 

4'fc% Global Public Sector Pfandbriefe 
due 2002 

Acrordlni! to paragraph 3 of the taro Conversion 
Law Hit Bonds CGesnz zar Vmstrlluag nm Scfuild- 
rrrsthrvibungrn aafEuro~) as nr Juno 9. 199S. thf 
DEM 2.000, OOO.UUO 47- % Global PubUt Sector 
PTandhrierc Serire 631 of [997/2002. WKN 207 531. 
ISIN Code DE0002075512 will bo convened into Euro 
with effort uf January l. 1999. The follcnving changes 
will be made to the Terns, and Conditions of the 
Global Pfuidbric re- 
schedule 2 (Page 2. 2 -1 paragraph! 

This Global Certiorate represents up to 2.000.000 
Global Pfandhriefe in the principal amount of DM l .000 
each." will be reulaced by The aggregate principal 
amount represented In Urb, Global Certificate Is divided 
into principal amounts of Furo 0 01 ’ 

Furthermore, the following paragraph will be added tn 
tbe Terms and Conditions of the Global [Taodhriefe. 

"Interest Payment. Following the OrM interest payment 
date In 1999, the calculation of accrued Interest will 
change to an interest payment method on a doily 
basis." 

As a result, tbe new interest calculation method 
"actualtectuaT will become eDecine tin tbe next interest 
poymcnl date being June 24. 1999. 


HypoVeremsbank 


Russian Investments 

durpwfad«ttklirfMlhWt(riBdei-iS»bnn<rtfcrriFmbin6i 

Notice to the Holders of tbe 

DM MM.000,000 Series 1 Secured Step-Down Amortising 
Note* due 2015 (the “Notes") of the toner 
(of which mi 0(^500,000 Notes are outstanding) 
NOTICE IS HEREBY GIVEN tn tbe Mdrra of the Naathat 
L Vaabmaanbinfc tm&M to make the M payment dor m afar the 
RnOnctmdLgBam Itactobcr^ U9kwfaHhco»titiitesaTernmaCiao Event 
trader tfcrttnp Agnanat; 

X P*tBmb. the Swap CMKarparty, hm notified the bwr that it bn deodtd tn 
,“‘***1 AO™* 1 *** draigntted December T. I5*3S os Urn 

Early lenunaasa Due la rapes thereat and 

9. in accoitaxe >vfth {*«&» fitcXD the Note* the Inaer wifi wdeanafl 

onMBa&K tfotea on December 9. 199CL nd 
4. ttesootmtlwfeeiacdiriQ be DBM 447.5 per Note. 

Haim mod teefahna itwMampgfaAto them in the Notes. 
TUaNectaafegtasitv: 

TTr.rienf newt., rot, D***ntar4. 199N 
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BOURSES MOVE TO COUNTER EURO NM 


Easdaq seeks 
new chief as 
rival threatens 
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By Katharine CampbeB, 

Growing Business 
Corre s pondent 

Easdaq. the pan-European 
stock market for growth 
companies, has begun 
searching for a new chief 
executive as it struggles to 
hold its ground against Euro 
NM, the network of local 
bourses. 

Jacques Putzeys. who has 
ran the Brussels-based mar- 
ket since it started two years 
ago. will step up to become 
vice chairman and focus on 
marketing. 

The exchange has found it 
harder than expected to 
attract new listings, with 
only 38 to date. However, it 
has achieved a strong tech- 
nology focus, and its compa- 
nies have an average capital- 
isation of S367m. Global 
Telesystems, the US tele- 
coms group which is buying 
Esprit Telecom in a $757m 
transaction, is a member, as 
is its target Esprit. 

Euro NM, whose most 
active constituents are the 
nouveau marehe in France 
and the Neuer Markt in Ger- 
many, has proved successful 
in winning support from 
local investors. The nouveau 
marehe and the Neuer Markt 
are exchanges that list small 
companies. 

It is also attracting inter- 
national companies. Amir 
Aharoni. chief operating offi- 
cer of Optibase, an Israeli 
business specialising in digi- 
tal video products, said yas- 
t 


terday he was planning a 
listing on the nouveau 
march* next year. He had 
chosen the French bourse as 
two recent Israeli flotations 
had done wen and the mar- 
ket seemed to be geared to 
high-technology companies. 

A source dose to Easdaq 
said the organisation was 
looking For a new chief 
because it had “grown to a 
size where there is a need to 
add to the management 
team. This is in no sense a 
boardroom coup". The 
bourse wants to redouble Its 
marketing efforts, and is 
r aising an additional S20m of 
capital from existing and 

new shareholders. 

In response to Euro NM's 
success in developing Its 
local investor bases, Easdaq 
has recently opened offices 
in Paris and Frankfort, with 
further representation 
planned. It has also hired 
Clive redder, previously of 
Euro NM, as head of market- 
ing and communications. 

Euro NM's 156 members 
have a combined market 
capitalisation of $32.7bn, 
compared with Easdaq's 
S13.9bn. Daily turnover on 
the Euro NM exchanges is 
SlQ2m, compared with Z76m 
weekly at Easdaq. 

Headhunters will look for 
an individual with fi na ncial 
services experience fo Amer- 
ica as well as Europe. Mr 
Putzeys had been president 
of Banque Nagelmaeck- 
ers/Codep of Belgium before 
joining Easdaq. 

-- . 


Coflr to 
shift 
focus to 
hotels 
business 

By Tom Bums In Madrid 


Cofir. a Spanish holding 
company with a wide institu- 
tional shareholder base, yes- 
terday unveiled a big 
restructuring designed to 
propel it into the interna- 
tional hotel chain business. 

It said it would sell its 
wine division. Invest in 
hotels and change its name 
at the be ginning of next year 
to NH, the brand name of its 
Sfrstrong city hotel drain in 
Spain 

The re-branding of Cofir 
comes as the stock, one of 
the most widely-held on the 
Madrid market, is poised to 
join the Bolsa’s Ibex-35 index 
of most liquid equities. 

The company said NH had 
acquired two hotels in Bue- 
nos Aires, one in Montevideo 
and had signed management 
contracts for a third hotel 
in the Argentine capital 
and for one in Tucnm&n. 
Argentina. 

The hotel chain will invest 
PtaX5bn ($24- 6m) in thiy ini- 
tial move to build up an 
international network. 

Tbe restructuring brings a 
different profile to Co fir. 
which was launched cm the 
Spanish market as a diversi- 
fied conglomerate by Carlo 
de Benedetti. the Italian 
financier, 10 years ago. 

.-It was streamlined -to con- 
centrate on hotels and wines 
after Mr de Benedetti sold 
his 48 per cent stake in the 
holding company In 1996. 
Cofir has a market capitalis- 
ation of PtalSSbn. 

Gabriele Burgio, Cofir 
chairman, said he had 
received a number of offers 
for Bodegas Arco, a leading 
producer of upmarket Rioja 
wines in which, tbe group 
holds a 55 per cent stake val- 
ued. at about PtaiSbn. “It is 
my duty to consider these 
bids because the thinking - of 
the board has changed and it 
is now focusing solely on 
hotels." 

A sharp rise in income 
from NH due to greater occu- 
pancy, higher margins and 
an increased number of 
hotel units, fuelled a yea r- 
on-year 98 per cent rise to 
Pta2.6bn in Cofir's consoli- 
dated net p ro fit s at the nino 
month stage. 



Oslo set to 



join 

bourse tie-up 


By Valeria SkSd in Oslo .and 
■Hm Burt ta Stockholm 


The Oslo stock exchange is 
finalising plans to join 
Norex. the proposed equity 
trading alliance between the 
Stockholm and Copenhagen 
bourses, in the latest cross- 
border partnership between 
European exchanges. 

Kjefi Fronsdal, -director of 
the Oslo stock exchange, 
told the Financial times 
that the terms of a possible 
affiance had been hammered 
-out after sjx.manths of. talks 
with the prospective Nordic 
partners in Norex, which is 
due to be launched next 
summer. 

The proposals to join 
Norex will be put to the Oslo 
exchange's board and its 
participating brokers, insur- 
ers arid investors.. 

Mr Fronsdal indicated that 
Oslo’s participation could 
hinge on Norex agreeing to 
take, part in a broader alli- 
ance with the proposed Lon- 
don-Frankfurt stock 
exchange partnership. 

He highlighted the pre- 
condition by pointing out 
that more than 70 per cent of 
the foreign investors on toe 
Oslo stock exchange - capi- 
talised at NKr427bn ($57-5bn) 
- operate from London. 

Mr Fronsdal said the Oslo 
exchange is considering 
splitting its NKr78bn worth 
of shipping and . offshore 
listed shares into a niche 
exchange for affiances with 
other shipping indexes. 

Bengt Ryden, nhaimsm of 
Norex and managing direc- 
tor of the Stockholm bourse, 
yesterday welcomed Oslo’s 
likely participation in the 
Nordic alliance and hinted 
that it could join a broader 


NEWS DIGEST 


NORDIC BANKING 


Den Danske Bank secures 
93% of Foktis’s capital 

Den Danske Bank, Denmark’s largest, yesterday moved 
closer to taking over Fokus Bank, Norway's fourth- largest 
lender, when it announced it had secured 93.4 per cent of 
its target’s share capital. The Danish bank, which last 
week extended the deadline for acceptances from Decem- 
ber 4 to yesterday, now faces the political hurdle of gain- 
ing acceptance by the Norwegian competition authorities 
and the finance ministry. 

Analysts believe Den Danske Bank will succeed in what 
would be the first foreign takeover of a Norwegian bank 
this year, but say there is still political uncertainly over 
whether the deal will be approved. Norway’s centre-led 
minority coalition government which wants to establish a 
financial centre away from Oslo, earlier this year rejected a 
takeover of Bolig-og Naeringsdom Bank, a niche mortgage 
lender, by Den norske Bank, Norway’s largest because ■ 
Hie banks wanted to base their headquarters in the capital. 

Den Danske has said it would retain the Fokus brand 
name and its existing management it has also pledged to 
maintain Fokus’s corporate base in Trondheim. “The ques- 
tion is whether [Den Danske’sJ takeover works against the 
government’s emphasis to have a financial centre outside 
Oslo," one analyst said. Valeria Skold, Oslo 

GRBCE 


Control of Athens SE sold 

Greece's Socialist government has completed the sale of a 
controlling stake in the Athens Stock Exchange company 
and plans to list it on the bourse next year. Domestic 
banks, brokerages, pension funds and Insurance compa- 
nies hold 51 per cent of the ASE company following a pri- 
vate placement last month of another 12 per cent of its 
equity. 

The ASE is the first big company rn Greece’s public sec- 
tor to be privatised. The government has sold controlling 
stakes In several small banks but has set a celling of 49 
per cent for equity disposals in telecoms and other utili- 
ties. Tbe sale of 600,000 shares raised DrlO^bn ($36m). 
Alpha Finance said the offering was subscribed 2J5 times. 

Alpha Finance, the investment bankin g arm of Alpha 
Credit Bank, a private Greek bank, and ETEVA, the state- 
controlled Investment bank, advised the government on 
the deal. Kerin Hope, Athens 


SOUTH AF RICA 

Anglo carries out share swap 

Anglo American Corp of South Africa said yesterday it ■ 
would swap 55 Anglo shares for every 100 in Anglo Ameri- 
can Industrial Corp (Amic) under a previously announced 
plan to taka foil ownership of the company. In October 
Anglo unveiled a massive restructuring to move its domi- 
cile to London and consolidate a number of operations in 
which it held large interests. Reuters, Johannesburg 

Old Mutual chief quits 

Garth Griffin, managing director of Old Mutual, the biggest 
South African life assurer, has resigned for personal rea- 
lms, the group announced yesterday. The decision is a 
blow for Old Mutual, which is planning to demutualise next 
year and move te primary stock exchange Bsting to Lon- 
don if it gets permission from the South African govern- 
ment 

Ok) Mufoai said there was ng connection between Mr . 
eritm s departure and the sudden resignation this week of 
1 3 members of Its asset management team. 

B one of the big South African financial services 
groups that has undergone restructuring, yesterday 

a ET p 801 increase m headline net earnings 
* n ** ysar to September, compared 
P™** 1 1086 to R2B4bn from 

H153m. while headline earnings per share increased 73 
pw cent to 45 cents from 26 cents. BOFs total assets 

RTSbn at the end of theflnanctei 
year. Victor MalfeV Johannesburg 
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European partnership -in 
iutuxe. . ‘ 

“Our door is open. Our 
answer to Oslo is drat we do 
not exclude any links or 
relations with other 
exchanges - including bilat- 
eral ties,’' said Mr Ryden. 

Mr Ryden, . however, 
expressed disappointment at 
the recant decision by the 
Helsinki bourse to. pursue a 
'relationship with Frankfort 
rather than join Norex. 

Last month, Helsinki also 
announced, that it was join- 
ing Eurex, the joint German- 
Swiss derivatives exchange. 

In Oslo, Mr Fronsdal 
admitted there was growing 
pressure .to join larger Euro- 
pean partnerships. 

. “Whatever we do. Nordic 
alliances or alone for the 
ttirw being, or even looking 
down farther south to 
•Europe In a direct step, we 
will never marry ourselves 
to a solution which excludes 
us from developments in 
Europe,” he added. It is 
understood • that the 
exchange has overcome tech- 
nical problems that would 
allow it to link its new com- 
puter trading system with 
Stockholm’s SAX2000, both 
of which start early next 
year. 

Nevertheless, the Oslo 
exchange emphasised it was 
considering only co-opera- 
tion oh equity trading as its 
bond market is relatively 
wimiii. Drat bond market Is 
linked to Stockholm through 
a partnership with OM, Swe- 
den’s quoted securities 
exchange operator. 

Separately, the Oslo stock 
exchange plans to change' its 
status from being a not-for- 
profit institution to a private 
company. 
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Nichols’ 

seasonal 

gloom 

By Peggy Hofflnger 

Consumer confidence Is too 
low for yesterday's interest 
rate cut to revive spending- 
in the run-up to Christmas, 
according to the luzrny HE 
department stare group, Har- 
vey Nichols* 

Joseph Wan, chief execu- 
tive of the com p an y which 
yesterday became the latest 
in a string of retailers to 
issue a profits -warning, said 
trading conditions were vary 
tough. The half paint inter- 
est rate cut will certainly 
help, but you cannot reverse 
the drop in consumer confi- 
dence overnight," he said. 

Mr Wan said he expected 
no upturn in the retail sector 
before the middle, of next 
year. “But hopefully,' at least 
in the luxury-goods sector, 
we may feel a bit of uplift 
due to the xolllenninm cele- 
bration factor.” ■ 

Harvey Nichols reported 
interim pre-tax profits flat at 
£&Q8m (XBJyJm). oh sales iJJ 
per cent ahead to £61 .7m 
($102m) for the six months to 
September 26. 

2h the first u weeks of the 
second half, sales ware run- 
ning about 2.7 per cent 
below the levels achieved 
last year. If sales continued 
at this level, said Mr. Wan. 
Harvey Nichols could expect 
to report net profits some 
1 per cent below last year's 
£I2.lm. However, he added, 
forecasting was dangerous 
as trading was extremely 
erratic from week to week. 

Mr Wan raid the fla g shi p 
London store had been the 
hardest hit by the drop hi 
confidence and by the 1 
absence of high spending ; 
tourists, showing even j 
sharper sales declines than . 
the 2.7 per cent 

The stare in Leeds and the 
Oxo Tower restaurant in 
London were showing posi- 
tive sales growth. 

Mr Wan said the group 
was in negotiations aver a 
site for a stare In Edfnburgi. 

the gro up is alseiilanDihg 
to whplesalp its own brand 
food prOdu^a atyUs is 
missions With a Japanese 
department store group. 

The dividend was main- 
tained at lip, nn earnings 
up from 7J>p to 7.6p. The 
shares slipped VAp to dose 
a£ll6%p. 

Dickson tost, Page IS 
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Royal Doulton to axe 20% of staff 


By Charles PrrtzSk 

Royal Doulton. the china 
manufactu rer retailor, is 
to axe L20D Jobs and will he 

hit by £4Sm (575m) of one-off 
charges this year as It 
attempts to recast itself fol- 
iowing a sd ow dotm in Sates. 

The bmnt of the Job 
losses, .which represent 
almost a fifth of the group’s 
workforce, will- fall in 
| Britain. About LOGO Jobs will 
I be • lost at the' group’s 
operations in Stokfron-TrenL 
I Half the cuts trill effect 
I by January withumost of tbe 
I other job «Tfa» taking place 
by Easter. . 


The job losses came on top 
of SSOprevtosly announced 
mtiindan cfes at Royal Doul- 
tonVSt b&ry’s -factory in 
Stoke, which will close in 
June. Royajf Doulton also 
. v&mfA about trading lor fhe 
second tip- in three months. 
It said sa&gr in the 11 months 
to November Jo fell 5 per 
cent to$2BGm. ; 

More than half the group’s 
sales are gi ft s kvp mantle- 
piece figurine?- but it said 
the prospects tear Christmas 
trading were poor .and added 
ft “expects sates in 1999 to be 
lower than in 1998”. As a 
result, it k® wot pay a final 
dividend this year. 


The news fellows poor 
interim results ami a profits 
warning in September. How- 
ever, Hamish Grossart, who 
' was appointed non-executive 
r>ia4rTrmn in J uly , Said the 
group's problems run deeper 
than a slowdown In con- 
sumer Reading 
"Royal Doulton has been 
slow to face up to the hard 
realities required to succeed 
as ah international busi- 
ness,” hfi Tt has had 
too marry products, is over- 
stocked. has over-invested in 
production capacity and 
under-invested in selling, 
marketing, branding and 
retail positioning in a num- 


ber of its markets." 

Mr Grossart - a nephew of 
Sir Angus Grossart, chair- 
man of the Noble Grossart 
merchant bank in Edinburgh 
- has a reputation as a turn- 
around specialist. He said: 
This is a three or four year 
process.” 

He was brought in by Pat- 
rick Wenger, who took over 
as chief executive 18 months 
ago alter Stuart Lyons 
resigned following a failed 
acquisition attempt which 
cost £J.6m in advisers’ fees. 

Other management 
changes included the early 
retirement of the finance 
director, Peter Walley. who 


was succeeded last month by 
Wayne Evans. 

Under the restructuring 
three satellite warehouses 
will be consolidated into one 
and most of its UK ceramics 
factories will dose early for 
Christmas and open later 
than normal next year. 

The redundancy pro- 
gramme will cost Doulton 
£7.5m. Stock write-downs 
will account for another 
£18m of the one-off charges 
with a further £22m coming 
from writing down the value 
of fixed assets. Other mea- 
sures. including tbe closure 
of under-performing stares, 
will cost about £4m. 
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Upbeat Racal highlights 
growth opportunities 


By ThoreU Barker 

Racal Electronics 
highlighted the opportuni- 
ties presented by consolida* 
tion in tbe European d efence 
industry and 'delivered an 
upbeat assessment of its 
future- prospects as lt 
unveiled interim results in 
line with expectations. ' ‘ 

Pre-tax profits from the 
electronics and telecommu- 
nications group were £39.lm 
(£10. 7m) for the six 
to October 9, on turnover of 
£542.4m (£60&4m). Operating 
profits from continuing 
operations including joint 
ventures Ml from £4R9m to 
£464m(*78m). 

Sir Ernest Harrison, chair- 
man, said the figure had 
been held back by lower 


.than expected revenues in 
the telecoms division and 
■by a delay In overseas orders 
for. the defence division. 

“Next year we will see a 
very significant improve- 
ment in Qie performance of 
tbe group,” said Sir Ernest 
- There' 2ms been specula- 
tion that comp a nies such as 
GBC or British Aerospace 
could be interested In the 
defence division. Sir Ernest 
said approaches would be 
considered, but the division, 
which has a strong position 
In niche areas of defence 
electronics, could also have 
an independent future. 

The group announced a 
digital military cnutnimiea. 
tions joint venture with 
Thomson CSF of France, and 
£50m contracts for naval 


electronic warfare systems. 

Richard Moon was 
appointed chief executive of 
rt qfwnr»» electronics activities 
with the priority of integrat- 
ing Racal’s defence radar 
and radio communications 
into a single business. 
Operating profits in the for- 
mer fell to £lZ5m on 83m): 
the operating loss in the 
latter widened to £5.1 m 
(£2£m). 

Operating profits in the 
telecommunications services 
division fell to £11. 4m 
<£16.6m), because of lower 
than expected sales to corpo- 
rate customers. 

Sir Ernest said the group 
still planned to float the 
business, but it would have 
to demonstrate Its growth 
potential first. 



Sir Ernest Harrieon: improvement next year 


When Lord Hanson started . . . 

breaking up b is empire . he ))**^ *^ 
predicted his "grand- ap Btfwk l* ao> . . 
children” would do extremely 5 j* ?? ... * tapeW Toaccc 

well on their own. Now that M ^^J**®®** 
Hanson and Imperial 1R 
Tobacco, two of the coelom- 
erate’s five offspring, arc 14 
returning to the FTSE 100 12 

index, his progeny have at M 
last grown up. Since the frag- s 
mentation *s final stage -in 5 
February 1997. the combined 
market values of Hanson. US 
Industries. Millennium - 2 
Chemicals, Imperial Tobacco 0 c w L 
and Energy Group have i 95 96 97 BS 
increased by 44 per cent to sun cmatmnu 
£)2.9bn. That is double the 
UK market’s growth. • 

If >*ou draw the line from other stages of tbe demerger 
process, however, the picture is far less flattering. At its 
peak in February 1994. "old” Hanson had a market value of 
£!5bn. In mid- 1995. when -3P American companies were spun 
off as US Industries, the two companies were worth £12£bn. 
But between the announcement of a more fundamental 
break-up in January 1996 and the listings of Millennium and 
Imperial that October, the Hanson empire shrank from 
filOJSbn to below £9bn. Since then, the independent compa- 
nies have had to tackle higher central costs and the lass of 
old tax synergies, but the optimists have been proved right 
in some ways. Bid speculation and - in the case of Energy 
Group's E4.4Abn takeover by Texas Utilities - bid activity, 
Imre helped some of the companies’ ratings. Independent 
managements have also been better received by investors. 

Millennium has disappointed most, struggling in highly 
cyclical markets. However, its Independence should position 
it better in the inevitable consolidation in its sector. US 
Industries, the only one to cany on the family tradition of 
congiametacy. has fallen 4.1 per cent from last summer's 
peak, but is still two-and-a-half times its size In 1995. 

Imperial Tobacco has made two big acquisitions, but bos 
benefited this year from not being exposed to the litigious 
world of US smokers. Its defensive qualities were hidden in 
old Hanson, but it will be difficult to reproduce Its recent 
rerating next year. Ironically, perhaps, “new” Hanson offers 
the most appeal. It has raised £700m from clearing out such 
scraps as Melody Radio, and focused on its strong positions 
in sand and aggregates. 

The sins of the pandfathcr. it seems, are not being visited 
unto this generation. 


Bupa buys Barbican Healthcare I Spanish deal for Eastern 


By Susanna Voyte 
and Maggie ttiy . 

Bupa, the healthcare group, 
is buying Aim-traded Barbi- 
can Healthcare for £22.7m 
($38m) in an agreed cash 
deal that wIQ give ft a pres- 
ence In dental practices. 

- The offer of 117p a share In 
caSh.wtih aimsote alter- 

finea/Tfe price 
is nearly twice that at which 
Baridcan floated in 199& and. 
96 per cent above the price 
on November X8, the, day 
before Barbican announced 
ft was intakedtmr fofts. 

Val Gooding,- chief execu- 
tive of 8npa* sidd ' the deal 


was consistent with the 
group’s strategy of develop- 
ing integrated healthcare 
services . Barbican said it 
accepted, the deal after con- 
sidering an its options for 
growth, including continu- 
ing its recent policy of 
expanding both organically 
and by acquisition. 

Barbican shares dosed sop 

-'wp-at-HSttp.- • 

- Ms Gooding, .who -took 
over as* chief executive of 
Bupa in August after joining 
from British Airways in 1996 
as director of UK operations, 
is determined to retain 
Bupa’s ■ independence 
through its provident status, 
staDar to the mutual status 
abandoned by many 1 building 


societies and insurers. 

In spite of a spate of 
rumours that Bupa was 
being eyed by potential pur- 
chasers ~ particularly Hali- 
fax, the banking group - Ms 
Gooding said it had not 
received any approaches. 

/ "There have been so many 
rumours - but there is no 
truth in them.” said Ms 
Gooding. "We are the leader 
in our sector .. .ft Is not in 
the interests of our custom- 
ers to be part of a big bank. 
We are not going to change 
our status and we are not 
interested in gelling to any- 
body” 

The business - which 
spans health Insurance, 
nursing homes and private 


ToW tor ToW m 


hospitals - is seen by many 
as a target in the consolidat- 
ing private medical insur- 
ance industry. 

Ms Gooding said provident 
status is the ultimate 
defence for Bupa because It 
cannot be taken over with- 
out its consent. 

"I would hope there could 
. be a reawakening of interest 
- in alternative status for com- 
panies said Ms Godding. 
Tics shouldn’t be thought of 
as tbe only status. There are 
still some very big compa- 
nies that have not chosen to 
demutualise at all.” 

Bupa Is being advised by 
RPMG Corporate Finance, 
and Barbican by Hawkpoint 
Partners. 


By Andrew Taylor in London 
and Tom Bums to Madrid 

Eastern Group, Britain's 
biggest electricity supplier, 
is expected today to 
announce a Spanish electric- 
ity and gas trading joint ven- 
ture with HidroelActrica del 
Cantabrico. the country’s 
fourth largest power com- 
pany. 

The deal is expected to 
involve Eastern, which sup- 
plies electricity to more than 
8m customers in eastern 
England, taking a small 
stake in the Spanish electric- 
ity utility. 

It is the latest in a series 
of continental European 
transactions involving East- 


ern. which is seeking to take 
advantage of the liberalisa- 
tion of European Union 
power markets next year. 

From February EU coun- 
tries must open at least 25 
per cent of domestic electric- 
ity markets to competition 
rising to 33 per cent by 2003. 

The company already 
trades electricity on the 
Nord Pool, the Scandinavian 
power market. It also has a 
separate joint venture with 
Lunds Bnergj, the Swedish 
power company. Eastern last 
month announced a link-up 
with Energie Noord West to 
sell gas to industrial custom- 
ers in Netherlands. 

A link between Eastern 
Group ami Hidrocantdbrico 


marks the second entry into 
the Spanish market - 
Europe's fifth largest - by a 
UK electricity producer in 
just over a month. National 
Power in October paid £400m 
($S83m) for 25 per cent of the 
generation unit of Union 
Fenosa, the third largest 
domestic power company as 
put x£ a strategic alliance to 
develop generating capacity 

-9bft£SF-M& 

America. 

An association with' East- 
ern will lend credibility to 
MdrocantAbrico’s bid to sur- 
vive the onset of competition 
and it gives the UK group a 
quick entry into the deregu- 
lated Spanish sector. 
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Forex, Futures, Options 
and Guaranteed Funds 

Telephone +1 345.9453100 
Website wwwcfWieom. . 

■. ■ Facsimile +1 345 945 3199.;. . 


PowerGen moves 
to cut gas prices 
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By Andrew Taylor, . 

UtBtoes Corrawiondent 

PowerGen, Britain’s third 
largest electricity generator, 
is to pay £S34m (8886m) to 
BHP. Tjwnn Anri Monument 
Ofi sod Gas. to escape from 
expensive tongtorm gas sup- 
ply contracts. - 
. : The generator has agreed 
to pay the stun to tbe out- 
standing- owners of the 
Liverpool Bay gas and oil 
field to exchange for lower 
gas prices to its Conn ah's 
Quay power Station in north 
Wales. 

PowerGeri. said the 
chsmges should reduce its 
annual operating costs by 
mere than £60m from 1999, 
lifting, earnings per share 
next year by about. 3£p. ; 

- Connah’s Quay supplies 
about 20 per omit of Power- 
Gen's annual output The 
I450MW power - station is 
threi^i to have been paying 
about 24p a therm for gas 

[ under supply contracts nego- 
tiated to 1993. This compares 
\ with current medium torm 
gas prices of about ;15p ;a 
tiuerm. 

- The contracts , represent 


’ about 55 per cent of the 
group’s portfolio of long 
tens contracts. 

Last month the generator 
announced the sale for 
£24Sm of its offshore oil and 
gas interests including its 
stake to the Liverpool Bay 
field to Centrica, which 
trades as British Gas. As 
part of the deal, Centrica 
agreed to cut Us gas supply 
prices to Granah’s Quay. 

Peter Hickson, PowerGen’s 
1 finance director, said: *' We 

have now renegotiated some 
60 per cent of our gas con-' 
tracts closer to current max- 
-ket prices. Tbis win deliver 
significant value to ' our 
shareholders and enable us- 
to can^ete more effectively 
to' energy merkBts. 

The deal will be financed 
from existing debt facilities 
'and treated as an excep- 
tional cost to PowerGen's 
accounts for the nine-month 
period . to December 1998, 
said Mr Hickson. - 
- Some £117m of the £S34m 
payment will be deterred for , 
-a year. The company will, 
also receive tax credits as a 
result of the deal, expected 
to total £l60m next year. 1 


THE SOUTH AFRICAN BREWERIES LIMITED 

Registration No. 69/160256)6 

("the Company’ or “SABI 

DECLARATION OF A SECOND INTERIM DIVIDEND AND AWARD OF ADDITIONAL SAB PLC SHARES 

[ Subject to the condition that the transaction and unbundling (“unbundling") referred to in the Company's 
announcement dated 4 December 1998 receives shareholder approval, becomes unconditional and is Implemented 
1 in Its entirety, the Directors have declared a second interim ordinary dividend of 280 cents per ordinary share, on 
1 account of the.year ending 31 March 1999, in respect of only those ordinary shareholders registered in the books 
of the Company at tire close of business on 29 January 1999 ("the record date”) to whom additional fully paid 
ordinary shares in South African Breweries pic (“SAB pic”) in lieu of such dividend are not allocated out of share 
capital as part of the unbundling. Tbe first dividend to be paid on SAB pic shares will be the interim dividend for the 
financial year ending 31 March 2000, which is expected to be paid in December 1999. 

Fully paid ordinary shares in SAB pic will be allocated only to those ordinary shareholders registered at the dose 
of business on the record date who do not elect in respect of ail or part of their shareholdings, on or before 
26 February 1999, to receive the aforementioned cadi dividend. 

The number of SAB pic shares to which shareholders are conditionally entitled will be determined by the ratio that 
280 cents multiplied by 1.06, bears to the weighted average price of the Company's ordinary shares on The 
Johannesburg Stock Exchange (the JSE”) for the four business days ending on Thursday, 25 February 1999, 
multiplied by 2 (to take into account the fact that in terms of the unbundling, the ordinary shareholders will receive 
two SAB pic shares for every one SAB share held). Fractions of SAB pic shares arising will not be awarded and will 
be settled by way of a residual cash dividend. Accordingly, shareholders who are in receipt of SAB pic shares in 
lieu of the cash dividend, will enjoy an advantage of approximately 6%, based on the weighted average price, over 
the cash dividend. 

A circular containing full details of tills SAB pic share award, together with an election form, will be posted to 
ordinary shareholders by ordinary fastmail on or about 5 February 1999. Ordinary shareholders who wish to receive 
the cash dividend will be required to return their completed election forms to the Company's transfer secretaries, to 
reach them by no later than 1 2:00 on 26 February 1 999, failing which the aforementioned fully paid SAB pic ordinary 
shares will be unbundled to them in terms of the additional SAB pic share award. 

Cash payment of the dividend. and payment of toe cash equivalent of fractions of shares as a residual ordinary 
dividend will, where applicable, be made from the office of the United Kingdom transfer secretaries in United 
Kingdom currency, calculated by reference to the rate of exchange ruling on 22 February 1999 or at a rate not 
materially different therefrom. United Kingdom tax will be deducted from the cash dividends where applicable. 
Subject to the approval of the JSE and the London Stock Exchange, listings for the additional ordinary shares in 
SAB pic to be awarded in lieu of toe cash dividend are expected to commence on Monday, 8 March 1999. 

The transfer books and registers of ordinary members will not be closed for toe purposes of the cash dividend and 
additional SAB pic share award. It is expected that share certificates in respect of toe additional SAB pk: shares 
awarded, cheques In respect of the cash dividend and residual cash dividend arising from fractional entitlements to 
additional SAB pic shares will be posted to applicable shareholders on or about 12 March 1999, subject to the 
abovemen tioned approvals, and fulfilment of the conditions referred to above. 

By order of the Board 2 Jan Smuts Avenue 

AOCTonkinson . Johannesburg 2001 

Group Secretary • . 11 December 1998 
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Risks and rewards 

Job security is no longer a priority for executives, research 
shows. Bonuses and benefits are the issues of the future 


Are executives becoming. 
Jfrte&ed to the realities of 
JjJw corporate tenors? 

is evidence in two 
reports this week to suggest 
tnat not only executives but 
«so the test of us are 
coming to terras with 
cnantRs in the workplace. . 

The first report comes 
from Odgers International, 
the headhunting firm, which 
looked at how 368 senior 
executives aged between 40 
and 46 perceived their job 
Prospects.* Persistent 

predictions of an impending 
recession and recent 
announcements of job cuts 
had failed to dent their 
confidence. No mare than 5 ■ 
per cent or them felt less 
secure about their future as 
a result of the pessimistic 
outlook of many businesses. 

Job security is no longer 
highly valued by these 
people, many of whom 
would have been affected by 
the last recession. Only 15 
per cent said security was 
the most important factor 
when accepting a new job. 
Job satisfaction was the 
most important factor when 
considering a new position, 
followed by Increased 


responsibility and pay. 

.- Pay never seems to be the 
uppermost consideration in 
such surveys. It is as if 
executives prefer not 
mention it In fact it was not 
even listed by Odgers when 
it asked respondents to 
choose from a list of reasons 
why a specific company 
might appeal to them. The 
most popular choice was 
“the opportunity to work 

Only 15 per cent 
said job security 
was the most 
important factor 


with people I like" followed 
closely by companies with 
an “open and motivated 
culture". 

' The possibility of earning 
whacking great bonuses and 
long-term Incentive schemes 
obviously have nothing to do 
with iL I wonder, however, 
whether there is a 
relationship between pay 
and increased executive 
confidence. 


Some executives I have 
met seemed assured, not 
because they believed their 
job would last than into 
retirement, but because they 
felt their pay deal was good 
enough to provide a safety 

net should the unthinkable 
happen. I know of one 
executive who as soon as he 
landed a £300,000-a-year 
directorship took out a 
£300,000 ($498,000) mortgage 
on the strength of it The job 
was by no »"«»« secure but 
his reasoning went like this- 
“If I get thrown out of my 
job tomorrow, I should be 
assured of a pay-off that will 
cover my mortgage.” 

This is the nub of the new 
contract for senior 
executives. The job has Its 
risks but rewards are high 
and the redundancy notice 
can look like a winning 
lottery ticket 

This wm-cr-bust system of 
executive reward is going to 
grow in popularity if we are 
to believe the predictions of 
chief executives, finance 
directors and senior 
personnel managers from 64 
of the FTSE 100 companies 
consulted for the »w>nri 
piece of research, this time 


carried out by Bacon & - 
Woodrow, actuaries and 
consultants.** They asked 
executives to make some 
predictions about working' 
life in.20 years. 

Directors' bonuses, they 
forecast will grow as a 
percentage of salary with 
many more chief executives 
doubling their bagin salaries 
with their bonus payments. . 
More employees, they 

believe, will own shares in 
their companies, more will 
have longer holidays and 
more wfll retire earlier. 

There will be a big rise, 
say the executives. In 
flexible working. They 
expect about three-quarters 
of UK employees to be on 

flexible contracts 20 years 
hence, compared with 10 per 
cent today. In spite of this, 
companies expect that they 
win begin to offer 
inffl-Mting i y sophisticated 
health en d welfare benefits, 
such as employersponsored 
long-term care Insurance 
and osteopathy and optical 
insurance. Support for older 
and younger dependents of 
employees is also expected 
to increase while other 
benefits such as company 
cars will be on the way out 

There seems to be a 
contradiction here. On the 
one b»wd executives are 
expecting less secure, 
performance-drtvai) 
contracts, while an the other 
hand they have a vision of . 
corporates as social havens 
for employees and their 
families. 

But Ridhard GreenMR, a 
partner in Bacon & 
Woodrow's pay and benefits 
group, does not see it like 


tha£ “These benefits ate not 
there because the company 
wants to be Hide. Theyjire a 
recognition that companies 
wfll have bo match the needs 
of their employees if they 
are going to attract and keep 
people," he says. ’• 

. We will have to wait and 
see.’.' 

* Bacon & Woodrow 5 5027 
Vision survey is available try 
calling Deborah Clough, +44 
171716 72S0 

** A summary qf the Odgers 
research am be obtained from 
the firm, tel 44 171 499 8811 

Global bonuses 

Two new pay reports bring 
us back to reality. The first 
comes from Towers Perrin’s 
annual comparison of chief 
executive pay worldwide, 
used for the graph - 
reproduced here. The 
research shows that the size 

Italians have the 
biggest bonuses 
and the French, 
the smallest 


of your bonus depends very 
much on where in the world . 
you happen to be working. 

Across companies in all of 
the European coon tries in . 
the research chief 
executives’ bonuses are 
worth between 20 per cent 
and 30 per cent of their 
salaries. 

_ The Italians have the 
biggest bonuses in Europe, 
worth some 30 per cent of 
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their basic pay and the . 
French have the smallest, 
worth about 19 per cent of . 
their basic pay. These 
compare with the 39 per bad 
of basic US bonus and the 78 
per cent bonus awarded to 
Venezuelans. 

The rhetoric of 
harmonised pay structures 
in Europe has not been 
matched by reality! Perhaps, 
in time,tbe euro win make a 
difference, hi the hiwikHim 
pay rantfnuftH to vary. 

The tee of long-term 
incentives, including share 
options, is a case in point . 
They are almost unheard of : 
in Spain and Sweden 
whereas in the US they are 


worth some 97 per cent of a 
chief executive's baric pay! 
In France, the Netherlands 
and the UK, throe- incentives 
are worth some 88 per cent 
of basic pay. *'• 

How thnes have changed. 
Just fin- fun, in its 20th 
annual report on UK board 
earnings in fadnstrial and 
canmiareffl twiwpanfat, the - 

MankS fawyTiip j ptiy 

inflnnnati ai g wriafat y , ha* . 
looked backat boardroom «■ 
pay in-1977. In thatyear the 
chairman jot (SBC, .for : 
example! eariiod £40X00 and 
the chainhan of Tesco . 
<n*mpri egg nnn 

Monks has produced two 
board earnings reports, one 


for industrial and 
commercial companies and 
one for finance and property 
companies. The reports 
identify 19 directors who 
earned more than £imin the 
UK last year. The list should 
reafly feature 20 parts but 
changes at the top of British 
Sky Broadcasting have 
complicated the analysis. 

UK Board Earnings - 
Industrial and Commercial, 
£295, Finance and Property. 
£225, tel+ 44 1789 542222, Jax 
441799541805 . 

Towers Perrin: .+44 171872 
0423 

richanLddhkbt@fr.qm 
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European Bank 
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Reuters Corporate I nvestment Group 


Associate - £55k-£65k plus benefits 

Reuters is one of the world’s leaetog ptovrders of financial 
information and international news to foe business 
community, serving more than 4 35,(XX) professional 
users in 163 countries 

The Corporate Iroestment Group is responsible for making 
direct equity investments and acquisitions to enable 
Reuters to move into new global information markets. 

The Group requires an additional professional to 
support enisling investment initiatives and Further - . 

accelerate the Group’s investment and acquisition 
efforts m targeted technology and information 
markets. This role b based in London, with extensive 
international travel (often for two weeks at a time) and 
reports to the Director if New Business Development 

You should have foe foHawing qualifications, experience 
and skills: 

• an MBA from a leading international business school 

• at least four years cf relevant international work 
experience reporting to senior management in 
multinational, blue chip organisations 


• 3-5 years of corporate finance, prrwrte equity 
investment or transaction experience ’ - 

• experience.of working, hr a rapidly growing start-up 

company '- 

• exceptional financial and accounting skills 

• well developed mtinpersoml sloth and a proven 
ability to work fn-tmaS groups, . 

You w8J be-argfartious, articulate! bright and 
irrimecfiKety credfofeMfith internal and external 
audiences. A strong interest in developing into 
2 cross funcfional sanfor manager at Reuters will 
also be looked for. 

please apply in writing with a foil CV and covering 
letter, outlining your current remuneration and 
addressing your suitability for the position, to; 

Jacqui Field HR Department. Reuters Group pic, 

85 Fleet Sheet, London EC4P 4AJ. Closing date: 

24th December, 1998. 

Reuters ts an equal opportunities employer. 


*. W 
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The Business of Information 


Finanza e Sviluppo 

Gruppo di Servfai presente a Bveffo monrifoto, nefl’ottica (ft svifoppo deUe propria atttvfto in Italia (10.000 
persone, n. 1 sol mercato, Of c a d ta Intema del 15%/anno), rtcer ca U: ' 


• /■•i ■* ■- ■ . — 

Dope un perlodo cl.| Integrazfone da 6 a l2 mesl 
pres so la di vis lone sviluppo del Gruppo, entrerS 
nelia squadra dlrigerrte Italians di Milano fomendo 
supporto per^ le strategic di acquisitions e di 
sviluppo; si occuperd dl studlare gil obiettlvi, di 
elaborate I plan! strategld e le prolezlonl 
finanziarie e di p^tecipare alle negoziaztonl per 
eventual allear ze. 

In pardcolare, avr8 un ruolo determlnante naUa 
preparazkme del flnanzlanento In proprio - 
deH’operazlone, che sard reallzzata sla tramlte ia 
quotazione dl una parte del capitate alia boras di 
Milano, sla tramlte altre operazlonl finanzlaie 
(JV, scambi dl titoli 0 altro). 

A averrte culfiva franco-ftallana e un’ottlma 
conoscenza della lingua Ir^iese, a candidate 


y w -.--- V; 

Ideale si d evolutq nell -ambiente del seryizi a 
fivello intern azionale. 

Dkettore. Amministrativo e Bnanziario di medie 
hmprese o Direttore Hnanzlario aggtnuto ali’intemo 
di un gruppo, ha mativato un’espertenza nelle 
operazioni dl finanza straw dfnarla (acquis izkm I, 
cesslonl) e conosce le problematfche delfe 
society quotste: comunicazlone fin anzi aria, 
rapport! con fnvestitori. 

I candidati interessati sono pregati di inviare un 
CV + attuale retribuzione a Jean-Marie Lagaillardte 
Indicando 11 ilferimento FJL24280. 

Michael Page.159 avenue Achliie Peretfl 92522 
NduHlysur-Selne ceder3617 France. 


Michael Page 


INTERNATIONAL - 
vrwwjrtchaelpace^t? . ’ ’ 

Australia • China • France • Germany • Hon* Kong * Ittiy • Nedierluds • New Zealand * Singapore * Spain • UK • US A 



Situations Vacant. 


Bankiig & Finance Appoinbncnb, in the FT. 

Inducfe* Maoifons Dirvctcr-*. Chief Executives, Analyst', and Actuaries 
For more information on advcrfsinK opportunities dIc.tuj col!: 

Tefc 444 171 873 4153 Fax: -44 171 873 4331 




The FT Travel Section. 

Published every week within the 
Weekend FT 

For more information on advertsinq; 
opporhmrtios please call: 

Tel: +44 171 873 4334 
Fax: ,44 171 873 3765 




life Ifomnhf of Wuwkfc s seeing to appoint a Dean to lead theWarwkfc 
Bmnes Sdioa] iMo At nm wil w a n . 

- Warwidc Bomb Sdrnhas 176 acaderic and research staff and the SchooTs 
bided research pragratme has an arena) income of Cm. 

’ Ike Sdnoi offen a one Tear hdMhe NBA and an Executive MBA offering the 
fed*) of raodflbr, ifistance leansag and. evening study with a total of some 1000 
students. Al defiroy niediarisiB have AM8A acowftation, and the School is a mereber 
of the foremost gW»a» KM emsorthnn PIN (Prograrnme for loteraatioiri 
Han^emea^. Additional) there sere at spetiafist masters pnya mn ie s , and a doctoral 
progranme that has predoced 50 dteeraaom bv (he past twelve months. There is a 
gnwmg Encufee Short Coarse E^jpamne developed m paitnenhip wife a range of 

Uaikrttf ffwararam 


Dk School's andergraduak pm^amnes (totaling some 606 students) attract 
students of the tegbst iftsSlf horn the UK and okiuuu, and die graduate are much 
sougteafer. 

Tbe Dean wfl be apeori to develop and implement a dear vision for die fotue 
of die Sdntd and to command the support of staff. Candidates must hare a record id 
adaeremsit b research and education omtmenanfe with the reqmrements of a 
prnfessonh^a Warwick. and 2re Sriy to be eitber senior business sdwol acaiemiG or 
to fwe combined aa academic career >wh suosss b btsness or die puttie sector. 

The appotrawa vi* be o a permanent prefesswdvp in the School, and to the 
post of Dean for five years with tte -possbSty of a hnther period subject to the 

ibmraf* 1 ! normal nmmb r fra- an ww u ini, ItwLfr. J 


Itirdicr details online from job54W.uk/I Q/AOi62.h1xnl 

Further particulars may be obtained from the 
Personnel Office, University of Warwick, Coventry 
CV4 7AL (Tel. 0I2A3-523627), quoting reference I9/2A/98 
Informal enquiries may be made to the Vice-Chancellor 

° f the Search Committed 
(01203-523630) or to the current Dean of the School 
Professor Robert Dyson (01203-523775. 
e-iftafl: ILfi .DysonQwarwfcicac.uk), E 

1 ' Qoaingc fa tefbrappBcatiomfa 
30)ui(twy 1998. 

WAKJVICK 
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FINANCIAL TIMES FRIDAY DECEMBER i I 199S 


AUSTRALIA’S 
BEST BANK... 


WANTS TO 
RECRUIT MORE 
OF THE WORLD'S 
BEST EQUITY 
DERIVATIVES 
8c TREASURY 


Macquarie Bank is Australia's leading investment bank 
and is one ot the top 50 companies listed on the Australian 
Stock Exchange. 

Macquarie Bank is the onlv substantial Australian-owned 
investment bank with over 3000 employees arid around In 
offices world-wide. In difficult global financial markets, we 
continue to show increasing levels of profitability and an 
outstanding return on equity. YVe are still experiencing 
significant levels of business growth, capitalising on 
opportunities domestically and - increasingly - globally. As 
a result, we are seeking to appoint a number of experienced 
equity and freasun, traders and struchirers to our operations 
in Australia, Hong Kong and South Africa. 


we are 

HEAD OF EQUITIES TRADING, SOUTH AFRICA 

Loca&omjohaimesbnig'; 

Macquarie Bank's long standing relationship with Standard 
: . C orpor a te and Merchant Bank of Sooth Africa includes an equity 
derivatives joint venture: This arrangement has an initial ham of 
five years and we axe now seeking a fast-rate equity derivatives 
trader to head the trading operation. • 

Appkcaxtfs should be able to demonstrate a successful hading 
history., with a trade record of consistent profitability over a number 
" of yeas: Experience trading equity derivatives is preferred, but 
traders with expe rien ce in i nte r es t rate or currency markets. Who 
fed their talents are of the highest calibre; may also apply. The 
successful applicant wiS be required to manage a team of highly 
talented traders, so requisite management skills will also be required. 

HEAD OF EQUITIES TRADING, ASIAN MARKETS 

location: Hong Kong 

Macquarie's Hang Kong office deals in both HK Japanese 
securities and tee are seeking an experienced equity derivatives 
trader to bead the trading operation. Interested applicants should 
have relevant experience in, and a good understanding of, a broad 
range of equity derivative products. You must also have a proven 
track record of income production and the capability to manage a 
trading team. Experience with automated trading systems would be 
an advantage. 

EQUITY DERIVATIVES TRADERS 

fixation: Australia, Hong Kong and South Africa 

Given the rapid expansion of our global trading operations, we are 
keen to recruit experienced equity derivative traders for Australia, 
Hong Kong and Sooth Africa. We are seeking intelligent, 
ambitious mid highly motivated people who have had successful 
careers to date trading volatility-based equityposdions. It is important 
that yon can lead faun the fro nt ; be a key income producer for the 
team and effectively develop more junior traders. Excellent c ompute r 
skills are essential. 

CONVERTIBLE TRADERS - JAPANESE SECURITIES 

Location: Hong Kong 

We axe seeking experienced convertible bond and equity 
derivatives traders for the Japanese market. Applicants will be team 
players and should have 3-5 years' experience in trading Japanese 
CBs and/or other Japanese equity derivative products. A track 
record of income production is essential Preference will be given 
to candidates who have fluent communication skills (both written 
and oral) in English as well as Japanese. 


EQUITY STRUCTURING 

Location: Sydney, Hong Kong and Japan 


We are seeking outstanding people for tins rede. You will be 
involved in the origination of equity derivative transactions with 
institutional and corporate clients, the structuring and issuance of 
listed derivatives and/or development of retail investment products. 

Ideal candidates will be highly numerate, have a sound 
understanding of derivatives and have experience in s tr uc tu ring 
OTC deals and listed products. For these roles yon must have 
significant commercial acumen and a track record of successfully 
bringing your ideas to the market. 

TREA5URY / COMMODITIES BUSINESS DEV ELOPERS 

Location: Asia 



\ Paris 1 



Wgrftharufa practice nwd indcpoarigocc 

Every day, 80.000 empiafws in oar worldwide firm, prenhtm ISO countries, sretunwf oo oar cJfoflCf* OMds. 

Our indspendencs m«nj wa can ouaraaae the total ObjBetivftv and Integrity of our business. 

WemioiikBigfatigbtymatiua&lnSrMisalsant l^fa cafibroprote*»naiswhowB«tDbMorwpwto<»»HXDwnB(y 
■fast growing profesRonatsenrico cunipwty. kiTraata. Qur grow* fa funhar augmented by a substantial amry of spedafet 

sarvicBSiIinvvepnJ^riaiKftflhilnaWuditcfienB. . 


Your role - " •, • 

- Co-ardioaSoa of intemsBcnri audit end speck! ' 
Hss»Bronenis,b«hfD FYanc«»txlabrowL ' 

-ifaMgawimi of rmiw^igoaLimuitFddOarlcSant service 
teams.. . 

r Specai projacu: we «je continually mvo/usd - 
n special assignments o» Franca and uvmaas . 
(scqirisiDons. financial reporting. . J, your rate iwS isiuto . 
bnmwfiate hands-on respousbffiiy. 

: ~Buz^ncSiew; wraro (Swwtaraty seeking tobanefnark 
our cfiw« and own PwtonnaiceKVJawa need : v 

to. rack auund impfoment lust practice within • 
Detoiira&TouGhewori^ ... 


^ -T-^r — -it 

-Henri rfsucMwwtes leading accwmaoity firm. ■ 
-AMaytt nMstt Ua fftJsHY tp create and impla n ient 
business sotadons. 

- first tfrooACA passes sod/or MBA. 

- nnwty mbodi written ari a p u taafraeefa. 

. ■ TWrt European language prafared. 

_• - Ma muti a — < b Nb Hl with d mu no noetl abMty a w«t 
' wM and manase people of ifflvvmadairas 
- and backgrounds. 

- Stag taweMge of naraatioflaLaid US GAAP essential. 
-. - 5-12 yaw experiaec* in public accounting 
and/nr industry. 


Yoateppartacty _ .3 

We provide fngUy competitive salary and henefts packages. Career prapecti widen OUT dynamic . 
arid 3CTvi»foaised frm ana exceUem. A rids variety Qf.wortfwnde sansroppoowiitias esdst 
‘ for DtasrarwftTg.aKRvidUflls. *' ’ '• 


Tohmatsu 


■& 


■ jntBrwtwi appDcoms ri»uld.faxihw.a/'s 
-wHdja- feifl&h ^or Frepdito Wfdrtadu . 

» wftato her at Detain* ToucbeTbtHnatso, 
I® avenae Cbaitee-de-fiaufle, 

- S2200NeuHy^ur-SeiiM. France. 

■ e^neft CompetaafiBSOBatataMr 


WELLINGTON 



Wellington Management 
Company, llp, based m 
Boston, is one of ike largest 
independent investment man- 
agement firms in the world, 
tracing its origins to 2928. 
Our exclusive focus is on die 
in ve stme nt of portfolios for 
institutional dients. Today, 

0k firm manages total assets 
of $200 billion for clients in 
33 countries. 

Wellington Management 
International is regulated 
bylMRO. 


We are interested in recruiting individuals (or small teams) who are 
eager to pursue business opportunities in the Asian market We 
can be flexible cm your product or business idea, but seek driven 
business managers who have commercial and financial acumen 
and a track record of successfully implementing new ideas. We 
would consider, for example, small proprietary trading teams or 
people with well thought out business plans far malting money in 
the Asian markets. 

hr addition to these positions, a European equities trading operation 
is currently under consideration and will most likely be based in 
either London or Germany, if yon are interested in such an 
o p port uni ty, we would be keen to hear farm you. 

You may be an Australian citizen, or from any international 
background. Regardless of your nationality, we are particularly 
interested in talented traders, struchirers and business generators 
who possess strong intellect, excellent judgement, drive and 
entrepr en e ur ial ability. 

This is an outstanding o p p ortunity to join an organisation which 
offers comm i t m ent to its staff, substantial rewards (fa performance, 
a dynamic team e n viro n me n t and excellent career potential. 

If you are interested in applying and yon seek further information, 
in the first instance please contact: 

Christine Hayward: Division Director, Recruitment 
Tel: (612) 9237 3333 Fax (612) 9237 4544 
email: chayward@macquarie.comau 
or visit our website at bttp^/wwwjnacqoariexontau 
Mailing address: Macquarie Bank limited, PO Box H68, 

Australia Square, Sydney, NSW 1210 AUSTRALIA. 


ASK MACQUARIE 


■MACQUAR! 


Investment Management 
New Business Development 


Wellington Management International wishes to appoint an 
additional business development officer to join its London-based 
European team. 

This person will be primarily responsible for the further devel- 
opment of Wellington Management's business with institutional 
clients in Italy, Spain and Portugal, and will be part of a small 
and highly motivated team. In addition, the person will be actively 
involved in developing a number of other European markets. 

It is essentia] that candidates be fluent in Italian and Spanish and 
have a thorough grounding in the marketing of investment ser- 
vices to institutional investors. 

This represents an excellent opportunity to join an established 
business development team at a highly regarded, global invest- 
ment management company. 


Please send your 
curriculum vitae to: 


Sarah Lloyd, Wellington Management International 
Stratton House, Stratton Street, London W1X 6BN 
Fax: 0171 339 8820 E-mail: slHoyd@wellmanage.com 
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Gulfinvest International ksc 

Assistant Director 
Corporate Finance/Private Equity 

"an opportunity for participation in the Company's share option plan** 
London/Kuwait £ excellent 


development capital to private companies in 

formation in 1997 ** has enjoyed considerable success and now requires an Assistant Director 
who will report to the Head of Corporate Finance. 


The Rote: 

• Support the Head of Corporate Finance in 
structuring and executing private 
equity transactions. 

* To cany out financial analysis on companies and 
property investments. 


Research and 
Opportunities. 


evaluate potential investment 


Ability to travel Internationally. 


The Candidate: 

3S years experience in structuring and executing 
private equity transactions. 

Excellent technical financial analysis skills, including 
a thorough knowledge of financial modelling and 
financial techniques. 

Good investment judgement 
Location in London or Kuwait with knowledge of 
the Middle East emerging markets and Arabic 
fluency an advantage. 


at 
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Please write in confidence, with full career and current salary details, quoting reference IT/2915 


* 

.. ** > 




Speculate and accumulate. 


Accountancy Appointments eves^y Thursday in the FT 

Inc/tides Tax Specialists. Analysts and Finance Directors. 

For more information on advertising opportunities please call: 

Tel: 4-14 171 S73 3351 Fax: -*44 1 71 £73 4331 
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Investment Banking 


leren Ausooues oes Kapicumaiia-uescnanes mocnte cue panic inr wvcsuncm-DanKmg- team yohwiol wit mjuku iw im* . - _ 

b Mitarbeiter mit ersten vertieften Kenntnissen in den angesprochenen Berricben, die in diesen Aufgaben einc ChancG zbt Realisierung ihrer Bemfaziele seben: 

Institutional Firmenkundenbetreuer Senior Trader Geldhandler 

Sales Kapitalmarkt FX-Optionen 


DkAa^abca: Ainujstkm, Betramng and Bm- 

timff nglvi^ g|«w<vW ii iim uw i nwalgrAijAgprinrilier 

bronea Mulftprodiil-Sato- taw. fOr das Inland eher 
Dn nr sti rJ ^iiiriBmCTAiiybotspaklle cha c ttfie aii^ 
der jenoligHi Denvase. 

jHhrigc Erfahnmg im 
"" solidez solkswirt- 


Dte AtT phtn: Beratoag und Betrcuuog ins- 
besoodere too ioUwfischen Cteporaw imBeradi 

TVriRgSRy Ti.MMiiJiMisiffliiiammBrtB snwiedarArtet 

Allocation. 

Die AaEtrdcnsnni: Ca. 3 Jahre Pnuris ind solidcs 
Know-bow als Hmiaikundenbetrenef in Kapi- 
B b n ari fl p ro dufcigi aowie Erfahrang in der BilanE- 

D^o^-M^^^oS»Trcasum■ a,e, ^ 


ITU flTgidiia TYifw'-T-"- ™ — f ~ — 1AJh ' 
asrency Optiatdwdies, insbe*oadere in den Hunjrt- 


«* Atfan hi — y; Mchrare Jahre FX-HandelS- 

afabnmg msbesondere im Optioossegnieat der 

bedeafcaoen^b^WBrot^e!a.RoqdDeimUmg8ng 

nit FX-Dcriraten. Tesmoriffldmmg MwieEngliscti- 
b mncn Lgie. ggf. wttH h iMpaMnngBi 


Die *■* >«>— * Imerfanteihandd im LwD**' 
tentjarichbis zwb Jebre mit Sdbwwjwnkt m EM 
ouscblieBUdi der uuehlki|CQ Den vale, turner 
UntasHJtamgderGdoBwriMnHBUiy btiderA/F- 
SKuenmg. 

Me AaTordcnmaeK: Bankmdbil dune. ggf- be* 
rafssperifi scbeWeitertal du;; (Sankak^femie). 
mifi tfrp pnc dnd Us viet Jahre &fahning mo &- 
fo)»e im Geldbaodd. Routine im Umgang nut 


gumEngUsdriKnotnuK. Depot-A-Managcr ooer Treasure: ra ^ w .awiw™e*»«« n ^ Et^eUaentaiMe. 

Unerc Prejckte TNV (Sales Inland) tew.TNA OowProJektTNF UmtrPrqJekCTNX UtiwFruJektTNF 

Sales International) 

DasAngebot Wir weoden uns an Kandidaien die bei ensprechender Qualifikarion die Chance baben, su* bemfikh wexterauentwicfceln. Die mtdem ® 
AdiwwdnlMgchenden beruflichen und pexsSn lichen Herausfordenmgen and Chancen, verbonden mft eiii^aicberenAitxsitspfaa, solllen im Vordcrgrund derUbcrkgungen steben. Die Posmo 

sind angemessen ausgesUttfet und bieteo uberdurdischnitilicbe SoziaUnstungeiL • 

Dm Koutakte: Herr ThaMS E. Schfllkr enter +49 6172 4W4I4 nod Heir MaltUas Junges enter +4ML72 49M12 im Btiro. Seodeh Ste rns Due Untedagea btw. Hue Vila, aucu per fr™ 1 * 
g rP-'T Vmri -nrrtmg. rifc Wir afcnAai Ihnen dann getne tfic gewttnschte Ume m e famem - and PomttBMllwdBdlWBg. Dnfactioa ttt srib^crgttacBiCfr. ~ 

M . <■ -w n Vk J rf-x V WW d Irb.. . Inamiiiiv - RnP LtmOam •nmAhilt'Ml 


Stephan, Junges & Partner GmbH 

Norek-Daia-Sn: 3 • D-61352 Bad Hombarg Phone +49 6172 4904-0/ Flax +49 6172 4904-40 


EUROPEAN CENTRAL BANK 


VACANCIES IN THE EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is urgently seeking to fill 
the following vacancies. The ECB has its own terms and conditions of employment, including a competitive 
salary structure, retirement plan, health insurance and relocation benefits. Candidates must be a national of a 
Member State of the European Union. 

SECURITY EXPERT 

IN THE DIRECTORATE FOR BANKNOTES 

The holder of this position, which is offered on a fixed-term contract basis, will be responsible, under the super- 
vision of the Head of the Directorate Banknotes, for planning, implementing and managing a common security 
system for the production, handling and transportation of the euro banknotes. This system will involve the ECB, 
the National Central Banks (NCBs), the printing woks, the paper mills and the other suppliers. The establish- 
ment of a documentation process for this system and its management will form part of the duties involved. 
Security inspections at the premises of suppliers of banknote components are also envisaged. Hie person will 
also have to deal with all security related matters in the Directorate Banknotes in co-operation with the security 
services of the ECB. 

The successful candidate would be integrated into a small team composed of experts in banknote production or in ; 
banknote issue. The specifications for die security system will be prepared in co-operation with these experts, and 
the responsible bodies in the different NCBs/manufecturiug sites. The proposed system will be based on existing 
security standards. 


• Practical experience in security management in banknote manufacturing sites and in security 
transportation. 

• Ability to work as part of a team. 

• Practical experience in working in a PC environment, with Microsoft Office. 

• Very good command of English and proven drafting ability in English. Working knowledge of at least one 
other European Union language is required and knowledge of German is desirable. 


PRINCIPAL IN THE DIRECTORATE 
FOR CONTROLLING AND ORGANISATION 

The Controlling and Organisation Directorate of the ECB is, inter alia, responsible for the preparation of the 
ECB's budget and the monitoring of its execution, fra' developing and updating its organisational structure and 
for advising on the effective use of ECB resources. 

The holder of this post will assist the Head of Directorate in all aspects of managing the organisational entity, 
with a strong emphasis on the preparation and monitoring of the ECB Budget and the analysis of the applica- 
tion of funds and resources used by the organisation. 

Qualifisatiani 

• Several years of experience In a managerial capacity in planning, budgeting, budget-monitoring and 
accounting matters. 

• Advanced university degree with a sound record in finance. 

• Good knowledge of English and proven drafting abDity in English. Working knowledge of at least one 
other European Union language is required. 

• Familiarity with the Microsoft Office PC software package. 

RcfiJBCP^WT 

Applications 

Applications should include a Curriculum Vitae and a recent photograph together with references confirming 
the required experience and skills. They should be addressed to the European Central Bank, Directorate Per- 
sonnel, Postfach 16 03 19, D -60066 Frankfort am Main, and should reach us no faterrtum 3 i December 
Applications will be treated in the strictest confidence and will not be returned. Please quote the relevant refer- 
ence number for the position applied for. 

These vacancies are also published on the Internet at http://www.ecb ini, but applications should only be sub- 
mitted on paper via surface mail. "* 


Williams*,, Broe 

Williams de Broe is an integrated securities house with a 
thriving fund management business operating principally 
within the private client market. Due to the success of our 
activities, an opportunity has arisen within our city office 
that would suit a recent graduate with a finance related 
degree. 

We would expect applicants to be able to demonstrate their 
understanding of economics and be able to prove their 
interest in global financial markets. The candidate will 
already be familiar with computer applications such as Excel 
and Word. 

Pta* scad your oppticarioa and CV f« die aneutkn of Smart Fm, 
Williams de BroS, 6 Broadgate, Loudon EC2M 2 RP w fox 0171-588-1701 


UK subsidiary of South African financial and 
property services group requizes dynamic 
individual with reasonable Afrikaans to 
manage new department specialising in bond 
portfolio management for South African 
clients and the marketing of Group investment 
and property portfolio in the UK; degree 
essential; MBA/MSc. in Finance preferred; 
MSTAOrCMT qualification required together 
with knowledge and experience of South 
African stock marker exchange control 
regulations, tax and financial system; working 
knowledge and experience of South African 
property market required: excellent career 
prospects for motivated individual. 

Interested candidates should write in 
confidence to Mr Gregory at PO Box 3242 
Wokingham; Berkshire RG41 3XZ 



Banking - Insurance - EDP 
Property - Financial Services 

rrw-yipr hxtp-Jfwww. sf-painier.com 


WBLL ESttBUSHED EUROPEAN BANK SEEKS 

BUSHHESS DEVELOPMENT 
MANAGER 

The bank requires a Mflhly motivated and. . 




experience in a similar environment, to lead a 
small, but aggressive marketing team to - ■ 
consolidate and expand the exisfiflfl corporate 
strategy, 

Reporting to the chief manager the ideal ; 
candidate' will propose and execute marketing ■ 
strategies and initiatives to promote the hank's 
products, and sendees* finalize and maintain 
business relations wfttf hew and existing 
customers, liaising with the other departments 
of the bank. - 

Competitive salary and benefits according to 
experience. 

Apply lo Box A6322, Financial Times, 
One Southwark Bridge, London, SE1 9HL 



EUROPEAN CENTRAL BANK 


VACANCIES IN THE EUROPEAN CENTRAL BANK 

The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is urgently seeking to fill 
the following vacancies. The ECB has its own terms and conditions of employment, including a competitive 
salary structure, retirement plan, health insurance and relocation benefits. Candidates must.be a national of a 
Member State of the European Union. 

ECONOMISTS IN THE 

DIRECTORATE GENERAL FOR ECONOMICS 
AND THE DIRECTORATE GENERAL FOR RESEARCH 

REFERENCE: • DG-Economics ECB/17/99/FT 


DG-Research 


ECB/18/99/FT 


The positions are for highly-qualified economists to fill vacancies in the Directorate General - Economics (DG~E) 
and the Directorate General - Research (DG-R).The main task ofthe DG-E is to prepare the necessary economic 
background documentation and analysis requited for the conduct ofthe monetary policy, of die European Sys- 
tem of Central Bankx (ESCB). Expertise is sought, in paiticidai; in the following areas of work; monitoring and 
analysis of economic developments, fiscal policies, financial markets and banking trends in the euro area, the 





sessment of.the monetary policy stances, as well as on economic policy issues; and conducting -background 
analytical work on all of these isues: • 

The main tasks of the DG-R are to identify, investigate and conceptualise issues directly relevant to the single 
monetary policy and to the performance of other functions of the ESCB. It aims at identifying medium term 
policy options. The fields of research in which expertise is sought are, inter alia, monetary policy strategy,' rules 
. and transmission mechanism, financial stability, the development and use of econometric models, the micro- 
structure of money markets and EU goods, labour and financial markets. 


- For both DGs, a minimum condition is an advanced post-graduate study in economics (a PhD in economics 
would be an asset) and a solid foundation in theoretical and applied economics. Additional requirements for 
DG-E are a sound academic, research and publication record in applied economics, and extensive experience 
in policy analysis and advice, preferably related to ECB functions. For DG-R, additional requirements are a 
significant publication record as well as extensive research experience in areas related to ECB functions. 

• Candidates should have the appropriate skills and experience in one or more, of die respective areas of work 
mentioned above. 

• Good knowledge of English, and an ability to present research findings and address policy issues in 
non-tec hni cal terms. Working knowledge of at least one other European Union language is required. 

In the letter of application, candidates are invited to indicate die respective area(s) of work for which they feel 
they are best qualified. 

INFORMATION SYSTEMS AUDITOR 
IN THE DIRECTORATE INTERNAL AUDIT 

The vacancy is for an Information Systems Auditor who, under the supervision of the Director Internal Audit, 
will be responsible for the auditing of installed systems and IT projects under development The successful 
candidate will have experience of application and installation reviews, ideally in UNIX and Windows NT en- 
vironments. He/she will be familiar with client/server environment, networks and will have good experience 
of SAP, Oracle, Sybase and Internet He/she will also be familiar with the investigation of systems security. 


Profess on a] experience of between 2 and 5 years as Junior IS Auditor, preferably in the banking sector 
or as an IS Engineer with financial knowledge: Examined CIS A "would be an advantage. 

Good communication and reporting stalls, self-motivation and a sense of initiative. 

Ability to work in a team and under time pressure. 

Practical knowledge ofthe standard Microsoft Office Automation packages Windows 95/NT and MS Office 
Professional. 

Very good command of English and proven drafting ability in English. A command of German would be 
an" advantage but a working knowledge of at least one other European Union language is required. 


Applications 

Applications should include a Curriculum Vitae and a recent photograph together with references confirming 
the required experience and skills, and - if possible - copies of (published or unpublished) papers or notes pre- 
pared by candidates. They should be addressed to the European "Central Bank, Directorate Personnel 
Postfach 16 03 19, D-60066 Frankfurt am Main, and should reach us no later than 31 December Appli- 
cations will be treated m the strictest confidence and will not be returned. Please quote the relevant reference 
numbers) far the posjtion(s) applied for. 


Position available. 


To advertise your appointments in the FT please call: 
Tel: +44 171 873 3351 Fax: +44 171 873 4331 



% 










FINANCIAL TIMES FRIDAY DECEMBER 1 1 1998 




■ fc , lT 




' ’ ' :‘fa! 


’■ v Hi 

’ "" ! '^fcaa 

"■ ‘•■'.Uiq 

V i - | nwe % l 




* , - T; * > 


' ,r J3nciai 
“ LtKtfon. 


RISK PROFESSIONALS 




c £100,000 


Global Fund Management 


London 


European Equity Sector Analysts 


• - 


fe a teadtng South Alrk^ ImesmwrtBa^ vAibb business is^roed at crtflliQgwaatt through inaovaSorr 
ana excenems m flnaneal risk management. exploring rnattet opportunities andprovafloo sotaflMstoiwrKiaMim 

G****m\ prindpaLadivHtas comprise qt : ! Z : ' 

■ Equities .• 

■ Asset management (6roAM) .. 

■ Banking 

■ Praparty management 

Due to ectenste growth w* are recruiting senior risk professionals tar ow Cape Town rfekhmction. The jisk fnncticu] GenAM wfr be an iTifigrtf 
P®??* “H»rafc risk management function of 6ensec. The 6enAM ifckfuncfiWeiffl inter aka report on ma/tet risk <botb absolute and re|Blfv®) 
and the credit risk of indMdia] portfolios as well as combinations of porttohos- ' 

While the GenAM tunction is part of the corporate risk management taction, it wifi attract ©dEnsiwty wntfi GenAM smior management portfolio 
managers and sales people. 

The successful candidate wffl be a qualified CA or Msc {Maths 8 Stats), have at least A yms maftet experience and at least 2 years risk 
management experience. Experience with techniques such as Vahad Risk, Strass Testing, Scenario Analysis and SensJtiviJy Ana&ste Is essential. 
Experience with portfolio management tools such as Barra is tagHy desirable. 

If you are interested in tatting to us please contact Jlbtafe May at fiensec /? KI C C 

Tel: 027 11 2801000 GHS Ny/tj W \ 

EmaB: naUamOffansacLCom | 

VtsftowvetaftKvvw.gensecxoTn I „ j 




EURO PEAK CENTRAL BANK,. 

i ^ . 

VACANCY IN THE EUROPEAN CENTRAL BANK 


TRANSLATOR IN THE DIRECTORATE FOR EXTERNAL RELATIONS 


Tbe European Centra] Bank (ECB), established in Frank fun am Main on ) Jane 1998. is urgently seeking a 
translator for its Directorate for External Relations. The position is offered on a fixed- term contract basis. The 
ECB has its own terms and conditions of employment, including a com pea live salary structure, retirement plan, 
health insurance and relocation benefits. Candidates must be a national of a Member State of the European 
Union. 

This vacancy is for a translator of English mother tongue whose duties will include the translation of texts from 
French and German into English and the editing of texts in English. 

Omlfficrtums 

• Honours university degree in French and German. A postgraduate diploma in tfanslddon would be op 
advantage. 

• ' A perfect command of English and excellent French and German. A knowledge of other European 

languages would be an advantage. 

• ' Several years' professional translation experience, preferably in the economic or financial field. 

• A sound background knowledge of financial, economic and legal affairs. 

• ■ PC skills. 
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Tbb leading European Bancassurance Group haso)ferlJS$5D laWon assets trader management and a 
strong per fo rmance record. The firm is eggrexs&eiyeKpmniBng hs fund management capabilities and 
has a w ell- es ta blished European Portfolio ldan ag oment Team Investing in the UK and Continent. 
Themis a strong commitment to building sector research whkh has created opportunities to cover 
Consumer Goods and Rnandal Services. 


THE ROLE 

■ Reporting to The Grief investment Officer; 
European Equities; with direct responsibility for 
specific sector research, covering either 
Consumer Goods or nnandal Services. 


Undertake extensive research and analysis of 
corporate investment opportunities. 


Develop appropriate valuation methodologies 
to be applied within a well-defined investment 
decision making process. 


Leeds 0113 230 777* 
London 0171 29 8 3333 
Manchester 0161 499 6700 



THEQUAimCAnONS 

■ Mature graduate with at least five years’ 
experience of buy or s efl side research. Sector 
knowledge is essentiaL CFA or similar financial 
qualification desirable. 

■ Strong analytical skins, highly motivated and 
. IntellTCtuaUy robusL Jteed to be able to think 

independently and contribute to, and actively 
enjoy, team discussion and debate on 
investment ideas. 

■ Must be able to operate effectively in a 
collegiate environment, with stature and 
presence to win credibility with internal peers. 


Pins* rapiy*>Hh fad data Its tu 
Selector Europe. Ref. SOF/zens-Uin, 
IS GoonaugM Haca. 

London W22ED 


custody 

clearing 

settlement 


Design the future. Straight through. 

wvvw. capita l markets com pa ny.com 


ApplKalKHB 

Applications should include a Curriculum Vitae and a recent photograph, together with references confirming the 
required experience and skills . They should quote the reference number and should be addressed to the Euro- 
pean Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfort am Main, and should 
reach us no later than 29 January 1999. Applications will be treated in the strictest confidence and will not be 
returned.. 

This vrcancy is also published on the Internet at http//www.ecb.inf, hut applications should only be submitted on 
paper via surface mail. 


Opportunities in Asset Management 

Competitive packages GENEVA 

Our client is a Swiss privately-owned bank headquartered in Geneva. The bank is one of the largest private banks in 
. Switzerland and maintains a significant international network. With a strong balance sheet and sound financial 
standing, our client has an outstanding reputation in private diem and institutional asset management, (or its 
sophisticated products and value-added banking services. The business consists of both traditional and hedge 
fund management, both of which have been extremely successful. The dynamism of the business has resulted in the 
need for two,. newly created positions. Appointees in these positions will enable our diem to leverage Hs existing 
product knowledge through the creation of new, external thin) party distribution channels globally with the addition 
of new products. 

Head of Product Development Head of Selling 

■ Structure, document and administer products. ■ Manage Lniema] and external relationships for third 

■ Ensure legal compliance, seiect jurisdictions, manage - ^ ( party and direct distribution. . . .. 


‘' 4 ~reg »tr Btibns; flfags’ anil repotting. 

■ Handle ongoing Odmlnistra tion. 

■ Minimum of 5 ykazS* ocperience in similar role. 

■ Knowledgeable about the business, legal and 
reporting requirements. 

■ Detafl-onented. be market aware and comfortable 
structuring new products. 

■ Strong managerial skills Refcfi577B/M 


Please send your CV with cunent salary details to: 
Sally Rowley- wnUam* K/F Selection. 2S2 Re^nt Street, 
London WZR6HL. quoting the appropriate re fe re nc e . 


Head of Selling 

■ Manage internal and external relationships for third 
party and direct dislribytjon- 

‘ ■ Focus wifi ‘be initially <mEurop£ latterly to build 
• a team of salespeople for global coverage. 

■ Minimum of 5 years’ experience in similar rMe. 

■ Strong track record of wholesaling products and 
selling funds, managing a salesforce. 

■ Proven capability m building thin! party distribution 
network across Europe 

Refi 6577AAM 


Alternatively send by fax m 0171-312 3380 
or by e-mafl toifckjndontikarnfenyxtmi 
Internet Home Page http/AnnrJiMectioana 


A DIVISION OF KORNIFEBRY INTERNATIONAL 


Speculate and 
acctamriate. 


For r.icrt mFir.-iUblX:! 


Ti'l: -14 IT; S7Z 3.’5I 
FSH -44 171 S73 4531 


Ptt(^EMOUsF(dOPERS 


SENIOR AUDIT MANAGER 
BANKING 

Assurance and Business Advisory Services 

PricewuterbouseCoopers LDP b fte largest professional services 
firm providing Assurance and Business Advisory Services to the 
banking industry. A variety of positive factors have created 
significant growth in thb practice area, the Firm is seeking to fin 
the position of Senior And it Manager-Banking with an exceptional 
CA/CPA or eq Bivalent who demonstrates the jjrifib and aspirations, 
accessary to be a PricewaterhooseCoopers partner. 

The ideal candidate is a strong team player and will have s i gn i fica nt 
knowledge of financial institution auditing and banking in 
particular. Experience In the areas of risk management; treasury 
operations, and finance gained through a number of years in pubOc 
practice, .tic. in combination at a bank or related institution * 
essentiaL ' . -‘ j " \ . 

The successful candidate will pnmde l«dership in assoriuice 
at major banking cheats and. in rigd&art bishiess 
advisory projects. He or she win abo provide firtdiw la the 
management of the Firm’s banking practice. . • Tlwse tetierested 
should please call or ffcx -tiieir resume in strict foi^deoce to: 
HAR VEYROSENTHAD 

THE A T & AS SO CIA TES 

: . EXECITTIVE RECRUITERS 

SCOTIA XXAZA, Satie 4998 , 4® KtegSt^.'W., To*ooto.Da«Hp &f5B4A2 
gait (4U)777-6$79 J Fax:f«^3*M7» 


FINANCIAL ACCOUNTANT 

(Controller Revisor spoaks English, 
German/ $pamsb : fo looking for new 
project or permanent assignment 
in Europe or Overseas, 



An opportunity bas arisen wfthin ScotiaMocatta London- 
ttespecMsedMelalsDhrisioncrfTIteBankcrfNoraScctia- 
to woric wift the existing Bullion Marketing team. This w3I 
involve the detailed analysis of credit proposals for a 
variety of industrial lending situations, cash flow analysis 
and annua! reviews together with handling associated 
documentation. 

We are looking for a self motivated graduate (or equivalent) 
possessing at least 5 years banking experience. Fluency in 
a second European language would be an advantage. 

An attractive compensation package commensurate with 
experience will be offered to the successful candidate. ' 

fan the first instance, please send full personal and 
•career details to Gillian Harm, Assistant General 
Manager - Human Resources, The Bank of Nova . 
Scotia, 33 Finsbury Square, London EC2A IBB. . . .. 

(No agencies) 

Scotiabank 5 
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Standard & Poor's MarketScope. is the leading provider of live news, views and analysis on die 
international equity markets. 

, We are currently looking to significantly expand our London based teams of Analysts and Journalists. 

Analysts 

As part of our companies and sectors tram you will be evpccred to produce analysis on listed 
European companies ranging from in-depth, independent reports on individual stocks ro quick-fire 
reactions to market events. You will also be expected ro contribute ro broader strategic studies. 

An understanding of Cash Fbw and Economic Profit modelling is important, as is an appreciation of 
local and sectoral business issues depending on your speciality. For Sector Analysts, wc are particularly 
interested in applicants with experience in tbe following areas: Oils/ Autos/ Pharmaceuticals/ Banks/ 
Insurance/rdecoms/Engineering. You are also likely ro be fluent in an appropriate European language 
.as weft as having a good understanding of business English. 

Journalists 

You will be responsible for developing and supporting country-based coverage of die continental 
’ European stock markets as part of our respected newswire ream. 

A back g round in finsnrial or business journalism is essential with tbe proven ability to wok with 
accuracy and flexibility to very tight deadlines. As well as good written English skills, voa wili be fluent 
in at least one other European language. Wc ore particularly interested in candidates who can speak 
Nordic languages, or one of the following rornbmatinns: Spjjnsh/Pom^uese and haJjan/Genrun. 

We offer challenging career paths and an attractive remuneration package! 

Please write with a full CV to: Angela D’Amico, Standard & Poof’s MarketScope. 

14 Ryder Street, St James’s, London SW1Y 6QB 


Recruitment 
Consultants 
Directory 

Wednesday January 20 

Corporate advertising can help 
differentiate your brand from your 
competitors. 

In today's competitive environment 
every tool for winning market share is 
vital. Contact: 

Ben Bonney-James 
on 0171 873 4015 

FINANCIAL TIMES 

No FT, tt© comment. 


.4 DniNin of Tbr ALGim-Hilf Comfsutw* 

EQUITY SALES AND TRADING 

Junior Anafyst/Safes Support London 

Anoppporumtytai artan.g a leading LB h mtnunt Baik 
based at Canary Wharf, for a jailor AnilystJSries Support to 
join the Equity Sates and Trading nun, 

ResponXiUhles win include research for the group's 
publications which focus on economic, pafidcaL and 
corporate events in Western and Eastern European 
irariceo-The portion will develop mu a full sales, trading or 
research analyst rote. 

A recent graduate, the successful camUtu should nee oily 
be intelligent, hardworking, highly motivated and very, 
energetic, but also willing to make a serious commitment to 
the rigorous ■hands-on' training progr a mme run by the 
Equity Sales and Trading team. Proficiency &i Microsoft 
Office products is essentiaL 

A c o mpetitive salary and benefits package is offered. 
Interested candidates should send ttafa- details m 

The Rnandal Times Uirtnd 
J Sotrrtwk Bridge. London SEl 9HL 
f> O Bex No. 6299 
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Project Finance Analysts 


Swindon 


National Power is 
one of the world's 
leading power 
companies with 
activities through- 
out the UK and 

around the world. 




rNeaotiauie 


As a consequence of an increase in international deal flow, vacancies have arisen at 
Project Finance Analyst level in the Project Finance Group. 

. These positions will be based In Swindon and will involve frequent trips to London and 
occasional international travel. The Project Finance Group is responsible for economic 
and risk analysis of investment opportunities (Including acquisitions) as well as the 
structuring and closing of debt financing for international projects. 

Job Specifications and Responsibilities 

The successful applicants will provide analytical support to Project Finance Team Leaders 
and Project Managers responsible for evaluating international investment opportunities. 
Specific responsibilities will include: 

• Cashflow modelling 

• working with project team members to analyse and allocate risks within projects 

• developing financing structures for new build and acquisition opportunities 

• interface with all functions supporting international project development 

• interface with other professionals within Group Treasury. 

Person Specification 

Applicants should possess first class financial modelling skills and be familiar with the 
preparation of presentations. Strong interpersonal skills are required as the job will 
involve contact with third-party bank advisors as well as others throughout 
the company. 

A knowledge of economics and/or accounting and a quantitative bac kgroun d as well as 
the ability to operate in a flexible and team -oriented environment is essential. 

• The starting salary will be negotiable dependent on experience and ability. 

j Please write enclosing full CV including salary details to . 

; Jane Fenton. Corporate Human Resources, National Power pk; Windmill HBI Bushmss 
' Park, WhftehiH Way, Swindon, Wiltshire 5N5 6PB. 

National Power is an equal opportunities employer and welcome applications from men 
and women including ethnic minorities and people with disabilities. 


APPOINTMENTS 

WANTED 



NY bated commodtty 
& financials trader wAb 
brood background ' m 
physicals & darivettvas 
and ntendve experience 
and l ahBunah ip a In 
amatgina mkts seeks 
■mptaymeiO or repra- 
iantatian agreement Can 
trawl or relocate. 
FrandWEngBsh spealdng. 

Phone 212 397 3304 


National Power Visit our Web Site: www.nationalpower.oam 


TECHNICAL 

ANALYST 

♦ MSTA qualified 

♦ 2 years experience 
in FX and Equities 

Contact Shawn 


Europe ond tbc UK. 



buries include, but mitotlfituiwl*? : 

\ idendijttg and r»grfflg.Sm^>Pfonum to 
. ifl communicaaons, such as vo ice, data and tbr. 

• Industry research \r . • -.r ' ■ • 

^Rian^Modding and Analysis ' .. 

• preparation of descriptive materials to be presented - 
to senior management and Board of Directon during 

a talented Director, the decision-making process 
M&A to join our , T ^nan inn nrucniriDg and rigotianon 

London Euro 

Director, 

Mergers & Aquisitions 

Qualified candidate will hold an advanced degree, vnth 
mandatory three to five years of relevant experience iiv . 
management consulting and/or investment banlong- Tdecoms 
experience highly desired. Ability to speak French, Goman, 
or Spanish desirable. Travel within Europe and abroad 
required. Remuneration package extremely competitive, 
including bonus and equity potential. 

For immed iate consideration, send c.v. 

— and current remuneration package to : . . 

ViaceJ UK Limited, the European HR Director, 
ry | -W® Knightsbtidge House, 197 Knightsbridge, 

ft fjm London SW71RB. 


Vr~ 


London SW7 1RB. 
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A fluid approach to 
international finance 


Thames Water is the laigest water and wastewater company in the UK, but our scope goes 
way beyond these shores. Our growing international business now supplies high quality water 
services to twelve million people from Puerto Rico to China. But we're not just expanding 
geographically - we expect our financial experts to expand their horizons too. We now have 
exciting opportunities tar finance professionals to Join this progressive blue-chip company. 


Project Finance Opportunities 
{Negotiable + car + benefits 
Reading & Singapore 

Our flourishing Commercial Group is Involved in 
impressive projects from toe Millennium Dome in 
toe UK to joint ventures in Adelaide, Australia; 
whether based in the UK or Singapore. you'll enjoy 
extensive travel. You'll assess the financial viability 
of business opportunities from the broadest 
perspectives, deBvering strategic advantage to 
established timescales and budgets. 

With a background tri'bahta’ng or accountancy 
preferably qualified, you will have a minimum of 
three years' relevant Project Finance experience. 
You will also have the ability to apply your highly 
developed financial modelling skills in a business 
environment In this key business role, commercial 
acumen is vital. A second European language 
would be an advantage for toe UK position and a 
knowledge of Mandarin for the Singapore position. 


Assistant Treasurer 

{Negotiable + car + benefits 
Reading 

You will be preferably ACT 
qualified, with a Corporate Treasury 
or Banking background, and 
familiar with the different financial 
markets accessed by an international 
treasury operation. 

-You wili take a .leading role in 
the negotiation of corporate and 
project loan documentation, export, 
lease finance and letters of credit 
This is a high-profile role requiring 
excellent negotiating skills. In a 
fast-moving environment, the ability 
to juggle several projects at once 
and the flexfoility to travel overseas 
will make all toe difference. 


Benefits indude an excellent pension scheme and 26 days' hoiday, plus superb prospects 
for the future in a rapidly evolving company. If you are ready for a senior role and a salary to 
match, send your cv and a covering letter stating current salary details to Louise DrabwelL 
Personnel Consultant, Thames Water Utilities, Napier Court 4, c/b Nugent House, Vastem Road, 
Reading, Berks RG2 BOB. 

For more Information about Thames Water, visit www.thames-water.com 



Roche 


Senior Internal Auditor 

Who we are 

As an independent appraisal function within the Swiss 
based Roche Group, Corporate Audit performs audits at 
headquarters and in affiliates world-wide. In this way. 
we assist the organisation to manage its business risks and 
to improve the efficiency of operations. We are a young 
and dynamic team that acts in a preventive, supporting, and 
consulting capadty. 

The position 

Conduct integrated audits. i.e, stressing operational and IT 
aspects equally, as a team leader. Advise management 
regarding appropriate internal controls as well as efficiency 
and effectiveness of their operations, and thus, add 
value to the business. Coach and educate team members 
while furthering your own education, so as to contribute 
to the high standard of expertise maintained in the depart- 
ment Based in Basel, the position involves international 
travel. 

Who you are 

You have solid academic credentials (university or busi- 
ness college degree) combined with proven business expe- 
rience In auditing (internal or external) for atTeast two 
years. Knowledge of SAP R/3 (and/or BPCS fLQ) wouW be:a 
strong plus besides proficiency in English and German. : . 

Who to contact . 

The advertised opening and related career opfxvtunjties - 
wifi be discussed in detail during a personal interview. .. 

“ jfthe above profile fits your background, and experience 
and you are interested in this challenging 'position,' 

. than please forward your application a rid curriculum wtae 
to ouir Human ReMunas Department, F. Hoffmann--; ; • 

..URoche Ltd.P.O.Box.CH-4070 Basel. Switzerland, quot- ■ 
f preference; KgvUl. For pre-hdotmariori, the Head of;- ' 
•wpotate Audit- Mr Jean-Ctaude Froidevaux,is reachable 1 
under telephone 6041/61/688 54 2*. 


H debis 

AirFinance B.V. 

Services by DaimlerChrysler 


♦ 


JERSEY FINANCIAL SERVICES 
COMMISSION 


The Jersey Financial Services Commission * 
is the independent body set op to regulate 
and supervise tbe finance industry of Jersey. 
With over £200 bfllkm invested, the finance 
industry accounts for over 50% of the 
Island's GDP. 

Deputy Director General 

The successful postholder will be expected 
to assist toe Director General in the 
development of financial services regulation 
- implementing changes and advising tbe 
f!nmmi«d op on new developments to match 
best international regulatory practice. 

A self assured innovative person is sought, 
with wdl developed analytical skills and 
preferably a familiarity with investment 
business or trust adminis tration. The 
successful candidate, whose experience 
could be as a practitioner or regulator will 
have a proven track to recrati of operating at 
senior level within a major institution or 
professional firm. 

Outstanding team building skills together 
with tbe ability to communicate effectively 
are essential to this post 

Please apply, in . writing, no later than 31st 
December 1998, with fidl career and salary 
details to: 

Mrs Sue Holloway 

Personnel and Administration Manager 
Jersey Financial Services Commission 
PO Box 267 
Nelson House 
David Place 
St Helier 
Jersey JE4 8TP 
Charnel Islands 

Tel: (+44) (1534) 822033 
Fax: (+44H1534) 822001 
E-Man: info@jerseyfisc.oig 


Manager Funding 

based at Amsterdam Schiphol Airport, 
The Netherlands 


debis AirFinance B.V., a member of DaimlerChrysler Services (debis), 
is fast becoming one of the world's leading aircraft finance and leasing 
companies. With the backing of DaimlerChrysler and major European 
banks, the company has built up a portfolio of over 80 Airbus, Boeing and 
Fokker aircraft on lease to 24 airlines in 20 countries, with significant 
expansion planned, debis AirFinance employs a truly international team - 
currently comprising 34 people from 8 countries. 

The company has the following position available in this dynamic 
business environment. 

Manager Funding 

Reporting to the Treasurer and working with a team of highly motivated 
professionals, you will have responsibility for raising funds.. 

You will play a key role in implementing oiir financing strategy including 
our expansion in the Debt, Capital and Tax markets. As a strong believer 
in relationship banking, you will also play an important role in ensuring 
that we continue to enjoy our excellent relationship with our debt 
providers. 

Your principal tasks will range from identifying and evaluating sources of 
funding appropriate for our business, to structuring and negotiating 
specific transactions. 

A comprehensive knowledge of finance is required, possibly gained in 
international banking or corporate treasury. Strong communication and 
negotiation skills are essential while knowledge of the aviation industry 
would be a distinct advantage. 

Please reply with curriculum vitae (including current remuneration details) 
to Ms. Veronkjue Stale debis AirFinance B.V. Evert, van de Beekstraat 22 
1118 CL Amsterdam Schiphol Airport The Netherlands. 


Private Banking wishes to hire a specialist for our 
Bigness Area 


Active Advisory Team 


who is famllar with the requirements of our deman- 
ding clients artd with the international financial 
markets. We offer tailor-made services to our Private 
Banking clients with ambitious asset goats. 

Within Active Advisory Products we are looking for 


European Equity Specialist 


to undertake following key responsibilities: 


• Contribute analyssfresearch on selected European 
equity markets for Private Banking dients and 
Investmen t A dvisers and to toe Sales force 

• Buy-side analysis/research in sell side environment 
to Private Banking advisory/hon-cfiscretionary 
accounts 

• Responability for defined/selected European 
sectors and countries 

• Write and deliver of various «Key» products and 
recommendations 

In this function you w# be a member of toe European ■ 
Equity Product Specialists Committee (decision 
taking). We will offer you in a young Business Area 
a dynamic environment with excellent possibilities 
for further career development You vtfl communicate 
with team members globally and in particular Europe. 

Required background: 

• In-depth research experience in European Equity 
Markets 

• Profound, well-founded toeoreftal know-how of 
finandal/equrty markets/strong financial accoun- 
ting skills, which have been tested in practice 

■ UnivenatyfHWV Degree 

• CFA/AZEK Diploma or actively enrolled in the 
programme 

• Good knowledge of following languages: D/E 
(French is an Asset) 

• HetibJe/effident/able to work well under pressure 

• Team player 

• Communicative, innovative and responsive efient 
to needs 


Any Questions wffl be Mw and your comptgtB 

answarad by Jan B. KoOer appSotkm: 

Phone ++41 GT 288 *774. UBS AG, Human Rakoortas, 

E-Maft jan Jj J , aBa r Jut3 J . com Fabienna Baarfwng, 

Hanric Petri-5tn 35, 

HO. Box. 4002 Bata), 


DON'T WAIT 

FOR A jOB TO FIND YOU 


SENIOR EXEC. - *1 had used JDM twice before, wanting to 
improve my position I mailed a new campaign on 10/21 - 
so far 24 calls and 6 offers." . 

IF YOU ARE 

> Motivated by positive results 

• > Driven to success 

> Achievement oriented 

We can help you achieve job search success using the proven 
power of TARGETED RESUME MAILING. tne proven 

Lfcmg our database of 10M+ yqU-ttto the companies. 


r : • ‘ — — — w iwwi. its tt in 

professionally prepare and print your resume, letter and 
envelope personally addressed to a key exec. 

FREE info Packets- 
FREE Marketability Analysis 

800 - 252-0707 

E~<naidDMtoni43oowTpuw«T>gxo«ii ' 
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ACCOUHTANCY appointments 



Hertfordshire c £90,000 + Bonus 

+ Share Options + Benefits 

Ow c Hcot » om of tl» UK 1 * Iwdmg technology -success stoats. Founded Id 1981, die bunas ha grown dnunadcsOy to it* 
Cttrreni sratas fallowing a Rceat flotation a* a UK top 250 company with m market eapitaHsatian in excen of CTlnBioo. SiiSess 
™ "** n f cmodcd on total co inpirifmftir no dimt mvloc AJh w , w Miin * rapidly Jiii-li oar cBent 

has cwwoMnily Je«J in (eras of nmovaina anil giowtk Beooic itfCentM financial — i ~ £j~ rrn m and ™|H ir cri tic a l fer’Ste 
on-ywng Swxcss of the Uuioe^s, this fc viewed as a key a ppoi n tment sods central part of amhhjpus strategic plan* for the fnrarc. 


THE POSITION 

• A* a key phyct within ibt tnior mana ge mem . . 

provide meamagfal connnereia] and financial direction 
based on both a strategic and detailed knowledge of the 

business. 

* Achieve a fall unJerstan&g of the true l»mi^c ddvex* 
in order to allocate costs ef fe c tive ly across diverse 
business nHaiiiw. Provide an effective framework of ' 
fi n an ci a l management and cont rol which wjS *-*»KU 
farther growth and development of the I«Aim 

* Lead, manage and rev i ew fmanr r bmh to aAr m w m * 

high levels of noCxvatfoo i|u ^ development, Asks* 
evwong systean and personnel and plan Ac fame 
development of die function. 

• Manage the provision of Stanstory accounting, 

management rep or ting, planning, n oMny y iwt 

working capita] control and investment appasaaL 


QUALIFICATIONS 

Graduate caQae UK qualified accountant with a strong 
track record. Evidence of Saccos in a similar role m a 
medium to large company o pe rating fa a mofd-lotadon ' 
technology, FMCG or dtsttibatioD based environment. 
TbcabiEry to operate at a strategic and a deocBed level , \ 
through effective targeting of manager* and staff on key 
.business metrics which drive value and -setvice levels to 
customer*. 

• Sound wmadll a wa ue ne* * coupled with the vision, . 
intellect and judgement to be able to enhance overall 
y o fla h l fcy of the UK ht amtu . 

* The mo tivati on «nd Interpersonal drills necessa ry to drive' 
-die finance function fonntrd and in budd effective 

relationships at all levels within the company. Above afl 
Individuals most be adapmhlc and able to manage change 
-in a dynamic hitfs growth en vir o nment . 


Interested c a ndid a tes should write enclosing fan caseer details, ennent salary and where possible a da y tim e telephone, number 
to David Head or Andrew Drarin. Technology Dhidao, Qnestnr InccrnarionaL 3 Bcrfingteo Gardena, London WlX ll£ 
Td: 0X71 292 8300 Esc 0171 287 5457. e» maSr MmUqu moriatom. Please quote i tfe anet 2564> .. 


>Qli 


Business Analyst 


Central London 

Our cHem Is a worfdnkte trading and mwehandisJng group 
specialising in various agricultural and energy commodities, 
together with peunteum refining end marketing. The 
company has offices offices around the worid and interests 
in ramerous commodfly and industrial activities, the group 
can offer exeeseni oppommtOBS to progress. 

An opening has arisen within the electricity ana gas 
division working closely whh tnor US Business Analyst 
eutrenrV seconded to the L/ntted Kingdom. You w(B provide 
the vita Unk between the information and system 
requirements of the financial department, and the 
development of the solution. This is a from Bne rote and It 
will be Important to buBd relationships with marketing 
teams and traders. 

Key responsibafttes wifl include: 

♦ Interfacing between the finance function and 
Information systems dtvtsion. 

♦ Research current and targeted new markets to identify 

Information system retjumanjents. 

♦ Create functions) specifications of enhancements vdAch 
ate consistent wfth existing nsfc management 
requirements. 

♦ Oevetop and execute appropriate testing of the software. 


c £45,000 + Benefits 

♦ implement software and tram user*. 

♦ Establish and enpiemem procedures and Controls to 
ensue mtrunum system/human error. 

The successful candidate win be educated to degree level, 
preferably wtiti a reco&vsed accounting qualification and 
fluency In a second europeari language. 

In addition, spreadsheet skills to macro level and 
lamUtenty wahm a trading or energy environment am 
desirable. 

it wiB be the Business Analyst's responsibility to 
understand current and potential activities of the company 
and translate these into system specifications winch will 
allow programmers to design solutions. It is therefore 
essential that you have the ability to communicate at aU 
towels and have the drive to succeed in this dynamic and 
ambanus company. 

k flanwt n d ca n did ates should send a comprehensive 
curriculum vitae and covering letier indtearryg why they feel 
they are appropriate, to Helen ftatfe, Michael Page 
Finance, Page House. 3941 Putter Sueet. London WC28 
5LN or fax on 017i 831 2613- Please quote reference 
468830. etnaR: hal e nioW e 6michartpagB.com 


Michael Page 
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Delivering Quality Solutions 

Sleaford £ Excellent Package 




Our client requires ambitious HgMy motivated, seif stutan to Join their expanding training and 
consulting department. AH roles Involve assisting new and existing usees of their software In achieving 
rapid and successful Imp l e me nta tion of our leatflng property management and acco un ting applications. 
Working as part of a team dedicated to m ee ti ng the needs of the broad ranging cflent base, afl roles 
are based at our Sleaford Offices. 


Project Manager 

The successful applicant will have extensive 
-experience of managing projects from inception to - 
completion, preferably the selection anti 
implementation of packaged software, but 
experience with bespoke applications projects will 
also be Useful. The job-holder will be required to 
work wfth new and existing clients to ensure their 
projects are carefully planned and Will have regular 
contact wfth clients during a project to ensure 
that plans are toilawed and -Implementation ' 

is successful. 


Consultant 

This chaftenging role requires good business 
- acumen, strong communication skills and a 
proven record of achievement in a high profile, 
demanding environment involving extensive travel 
throughout the British Isles, experience in the 
property Industry, accountancy or information 
technology would be an advantage. 


that plans are followed and Implementation ' - - ^ ...^ r - i..,.- 

is successful. • .. • j. • •' v ’\. 

YcKi WU have a mln^m oftwo^^rs systems experience, quaiified ACA/ACMA wouid be a tonetit. 

Interested appflcaots should write .enclosing an up-to-date CV arid current salary details to Shrion Warner '■ 
at Michael P^e finance. 4^ Regent Street. Nottingham NG1 5BQ, Telephone 0115 948 3480 or fax 
0115 941 Q125. Any CVs sent direct to our client will be fwwaded to Michael Page, Finance. Please 
quote reference 464060. email: simonwamer«michae^Hge.com . 
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Business Finance Manager 


Northwest 

Our client is a highly successful diverse international 
manufacturing organisation with a turnover of c£850 
• million ana a market leading position In each of Its 
sectors. With dedicated resources worldwide in. 
prockrc6oh processing,^ research and development, : 
quality control, logistics and customer service, the - 
company provides global solutions in partnership with 
its customer base. A key business unit within the 
group has set itself the objective of developing Its 
strong market position Internationally, both 
organically and by acquisition. 

You wflT report directly to the Business Unit Director 
wfth functional responsibility to the European finance 
Director. As the Business Finance Manager, acting as 
the key finance person within a high level team, you 

will have shared responsibflHy for translating 
. strategic Initiatives, delivering business strategy and 
business performance targets. The role wilfhave fuH 
responsibility for financial management aid - 
measurement arid will contribute to the 
Implementation of an ERP -computer system. . 

Aforther key responslbHIty Is for financial leadership- 
of key business projects required to deliver the 
strategy of the organisation, such as joint ventures, 
^fences and. customer value chain prefects. 


c £50/000 + Benefits 


The successful candidate should be profess tonally 
quafified(CfMA,ACA,ACCA). Experience In a' process 
manufacturing industry, with exposure to general • 
management, would be a distinct advantage. A 
. strong credible personality, you wiB need to be a 
broad strategic thinker, resourceful and capable, but 
also practically Inclined with a hand son, 

‘can-do’ approach. • 

At ease with networking In a multWfsctplina matrix 
structure, you will facilitate change and your focus - 
will ensure results are achieved. You will possess 
the necessary energy, as well as an Influential style 
to ensure full participation and ownership in 
decision making. " 

TlUsfote WBI suit those Individuals who are ambitious 
to pursue a general management career. Some 
intern a tional travel wfll be a necessary requirement. 
In seam, the group will provide excellent tong term 
career progression. . 

Interested candidates should send their CV to Martin 
Hanratty at Michael Page Finance, Clarendon House. 
81 Mosley Street, Manchester M2 3LQ. Fax piei 
839 6726, quoting reference 469108. 
eraait: rnartinhanratty9michaefpage.com ■ ' 
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International Commercial Director 


UK Based 


Unique Commercial Management Challenge 

£ Six figure package 


Our dlent is a world leader in automotive after-market products. Founded over 50 years ago it enjoys 
brand dominance in 90 countries, and its continued commitment to Research and Development ensures 
that its products continue to be household names. Reporting to the Managing Director - international. 


The Role: 

• Guide the finandal and IS performance of the 
International Division to ensure that the 
strategic objectives of customer service, 
quality, innovation and cost optimisation 
are achieved. 

• Treasury management, tax and financial 
planning across the division, induding 
currency risk management. 

• Provide commercially focused management 
information, support, advice and strategic 
input to the board for business building and 
profit enhancement purposes. 

• Oversee M&A..IT implementation activities and 
~ manage internal arid external relationships with 

auditors and advisors. . 


The CamSdite: 

• A high calibre degree educated ACA/ACMA 
with a minimum of 10 years PQE, gained 
ideally in U.S. GAAP and FMCG operating 
environments. 

• Brings a proven track record in finance 
management, M&A, IT. and general 
management. 

• Displays commercial focus, business acumen, a 
proactive style and superior communication skills. 

• Able to engender change and operate In rapidly 
changing international environments. 

Please write in confidence, wlth full career and 

current salary details, quoting reference JK/Z917 


Tel: 0171 499 8811 Fax: 0171 499 6725 
e-mail EUte-JonedtOodgen^om 


odgers 


Odgers Executive S el e ct io n 
7 Ckazon Street London W1Y 7H. 


Finance Director 

Based at Head Office in Veghel, Netherlands Competitive Package 

The Petition 

Reporting to the Managng Director Benelux, your brief as an active member of the management 
team wO be to actively support the consolidation of the company's activities in the Benelux. Key 
tasks indude: 

• Integration of a common reporting system 

• Optimisation of the available synergies «n the administration function within the Benelux 

• Directing the finance functions in the Benelux 

• Analyse ttepre-& post-acquisition reports required m the process of the company's futher growth 

• Deliver accurate management reporting to Hays pk 

Success across the above key areas will result in further recognition within the group. 

The Candidate 

• Educnito to university leurt (degree in business or accounting) combined with a relevant finance 
qualification 

• A pro-active team-player with proven people management and problem solving skids 

• A high level of commercial acumen combined with tenacity and a sense of humour 

■ A fluency in Dutch and Enghstt c essential a fluency in efther or both German and French wiH 
be beneficial 

• 8-10 years relevant posr-quafrficawvi experience with ca. 5 years in industry ideally combined 
with businessto-busness exposure in any industry with a strong cost accounting element 

Ip tf st ed Appfcu t a should apply In writing In Bglbh. udoriwy curriculum vfUw. to 
Kan ds Boer it Hays International, le by t o n W, K o n l ngfa JuUanapMn 30, 2595 AA Dan 
Haafr W a tha rfa nd s . A f l rai ie ffe a hr p lea t * Bait year CV to -tgt(B>703«l>flT7 or e-raafl toe 
au wpartayi M— M l 






Accountancy Appointments every Thursday in the FT. 

Includes Tax Specialists, Analysts and Finance Directors. 

For more information on advertising opportunities please call: 


-tv.; . 


7t Fan: ^4-4 171 S73 4331 


Director of Finance & Administration 

Central London Law Firm - Starting Package c£50,000 

This forward thinking Practice of 50+ people, which has recently moved to huger and modern premises, enjoys an 
eMeilent reputation for the quality of its work and is highly profitable. Predominantly through organic growth, the 
aim is a steady expansion to a 20 partner firm with a total headcount approaching 70. 

We are currently looking for a senior member of the management team to replace the existing Director of Finance 
and Administration and help the Partners oversee the development of the Practice. 

'Candidates wiD be' young, commercially led qualified accountants. First class interpersonal and communication 
skills are vital as well as a detailed knowledge of modem IT systems. Previous experience of working in a 
professional practice would be an advantage. 

The package is negotiable comprising a base salary of up to £45K; a results oriented bonus and other benefits. 

Please send in confidence a comprehensive CV indicating how yon meet these requirements, including details of 
present remuneration and a daytime telephone number to: Box A629S, Financial Tunes. One Southwark Bridge, 
London SE19HL 

Shortlist interviews will be held in early January 








LONDON 

This b 2 truly cxdunp oppmtunily for i \AT or Corporate Tax Spcdafai to fom a rapfcflv 
cxj-umliiiR and euurpirnctirial jsrtwp. with a proven track reran!. in the tea growing, 
t derates sector. The company b wdl ptwtaoned to become one of the leading pnup* of it* 
kind In Europe having grown successfully both organically and by acqubitian. In response to 
such growth and the increasing compfcaJtks of thdr international business, a duDenging 
new position has been created. 

Principal JL-enun rah iii ties (nr the successful individual will be: 

• reMhuion <rf VAT issues reined in the construction of the European m&asmicniie and 


VAT & CORPORATE TAX 


the monitoring of VAT filings to minimise the carti flow impact of VAT refunds ■ 
toptanenuikw of corporate income tax nrategtes for European groupcompanfcs 

supervistan of the compliance activWo trf c^rernal advBera 

it is envisage! that the successful individuaJ will be; ' 
a Eraduaie with five or more years experience of VAX looking for career progression from 
a pure VAT role to a combined VAT and corporate ax role 

proactive and highly commercial in outlook, able to work autonomously or as part of a 
multi ifisdplinc team 


£ MARK ET RATE 

• , ^'con^uDkmr'lbk 10 e^Whh pod rcf-ionshlp. W«m«r 

externally . 

dearly this is a roast attractive opportunity and mtenetaed applicants should contacr 

Andrew 861**™^ A*^ 

curreu remonexation to 10 Bedford Street, Ion** W2E 9B&.T* 0171 379 3333 or - 
floe for las attention on 0171 915 0714. 

Small: andrewJddtScobemntawaxxn >*fch: Intp^/www jsjfcertwalttsvconi 
may abo apply.** hKp c //u VS X«^^ ***** 






l u v n ii ^ t II AVI* lull' (jnruois 


m m ir ■ 


ROBERT WALTERS ASSOCIATES 
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Dubai 


Divisional Controller 

c£50k + Bonus 


'The most important thing is not losing your curiosity." 

Akio Morita, Co-Founder, Sony Corporation 


Curiosity - questioning, challenging, constantly seeking to 
innovate and improve - is the driving force behind Sony's 
position as one of the world's most powerful brands. But 
it's not a quality confined to the development of new 
products - it's a company-wide culture. 

We are now looking for someone to bring that quality to 
the role of Divisional Controller for Sony Broadcast and 
Professional Products' Middle East operations. Based in 
Dubai, the company is responsible for annual sales of $100 
million across thirteen countries. 

As a member of the senior management team setting the 
strategy for the region, you will be responsible for finance 
and business planning - accounting, banking, credit 
control, budget and forecast preparation, monitoring of 
expenditure and risk identification. In addition you will 
provide direction to supply chain and administration 
management, and ensure information systems 
requirements are met. You will also work closely with 
Sales in the preparation and negotiation of major bids. As 
well as travel within the region, you will regularly visit 
Sony offices in the UK and Holland. 

To meet the demands of this rapidly growing, multi- 
cultural environment, you will need to have:- 


• A professional accounting qualification (DMA) and 
possibly an MBA. 

• At (east TO years' wide ranging financial, commercial 
and administrative management experience. 

• Experience of inter-company and multi-currency issues, 
and sound knowledge of export procedures. 

• Strong computer skills and knowledge of SAP. 

• High level planning, organising and problem solving 
skills developed in a dynamic, hands-on environment 

• Spent some time in an overseas management role, 
preferably in the Middle East 

You can expect to spend up to two years in Dubai, 
complete with an exceptional expatriate package. And 
after that 

Curious? Then please write with your career and salary 
details, quoting reference 0637, to our advising consultant 
Alan Crompton, Barnes Kavelle Limited, Cavendish House, 
Utdewood Court Bradford , West Yorkshire BD19 4TE. 
Alternatively, fax your details to 00 44 1274 864 111 or 
Email to cb@bameskvi.demon.co.uk. 

Closing date for applications is Monday, December 21, 1998. 
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INVESTOR IN IWIU 


Situations not vacant. 


Appointments Announcements in the FT every Friday. 

Announces changes in senior personnel within a company. 

For more information on advertising opportunities please call: 

Tel: +44 171 873 4015 Fax: -44 171 873 4331 


ntoirf rf fuv Develop wim a Major New 
cemnca Force in the Energy Sector 

F inancial Manag ement - Joint Ventures 

CMik^fanimlHaiaeAdthRdem^ofB^ Fully qurilfiod. you haw Bvb ormoreyaare' upstream 

Gas pfc, has rapJdV es&ifehed ftseff as e highly oil and gas sector ecperkmcelndix^ex^^ 

successM andahmse energy and aervfces group, fat North Sea Joint venture activities gained with an off 

addBon to operating ttwMareeambe^nefcla, the and gas company or in practice. 

SKSSitiKisr ^ 

_ . . ^ . , 7™ _ _ _ .. proactive and team spirited approach, u “ 

The newly completed KXfMOon aS FowetGen North respond to a flexible. u*k racing wortacope to an 

Sea Limited, which added eight producing fteids and environment tvtth excellent potential for Further growth 

and an accomplished presence at meetings are 
cotnpeny in on aceKu poshjdo to o&wop runner .[.Hi. 

In tt* UK and Europe. prerequbto. 

ThffFnrny^ n TnwTm + ry CT iphrBfl r > y | ^ t ^g ^ Based at the company's Head Office at Skxjgh. yai 

are! flfrr T fr-Hy tr»rfwi h™ oU will receive an attracttwi, comprv.henstve remuneration 

and «ps pmhasuig contrac t, the Morecambe fiefcfe and bandits package together wtth relocation 

and asset acquisition and dsudopmenL assistance where necessary. 

Reporting to the Rnonda! Gontroibr wttbto the Energy fa complete confidence, please write «t«fa CV to: 

Mana g e ment Group, you be respcgisfcle tor afl Jok Diad. HbmAm Dincior, 

financial activities associated »*h Centrica’s non* 
operated JoW ventrees. 

Thk uiffl taefcide Input to ftnaociaf and business 
planning. Joint venture bffing and management 
accounts, cash Sow monitoring, budgetary cont ro l 
and dote bison with Corporate firerions. 


97/99 Park Street, 
LonloWlYSRA. 

Tmhmh 0171 629 5909. 

Fax: 0171 408 0608. 


CONSULTANTS 


In the marketplace, one 
name carries more weight 

— — New Business Accountant 

Weybridge, Surrey c. £40,000 + fully expensed car + benefits 


CHEP Is an acknowledged world leader offering 
products and services to logistics and Supply 
chain businesses across 30 countries in six 
continents covering a wide range of market 
sectors. In Europe alone we manage over 
50 million pieces of materials handling 
equipment through state-of-the-art 
operations centres. We era now looking for a 
commercially minded accountant to provide 
long-term financial guidance as a key member 
of our new business development team. 

With at least three years' post qualification 
experience, you will have the commercial 

acumen and eye for detail to tecide a role 

that is more financial management than 
accountancy. Reporting to the Finance 
Director you will contribute heavily to the 


strategic direction of the business, with 
responsibility for budgeting, forecasting and 
analysis costing related to new products, 
services and markets. Excellent financial 
modelling stalls are essential. 

Ybu will be joining a dose-knit business team in 
a fast-moving company vrfth impressive plans 
for further overseas and domestic growth. 

There are considerable opportunities for 
career development 

Pfaese send your CVand details of your current 
remuneration to the Personnel Department 
CHEP UK Ltd. Weybridge Business Park, 
Addlestone Road. Addlestone, Surrey 
KT15 2UR quoting reference NB/FT or email 
JobJnfo%CHEP$ notes.interiiant.com 


BmOfE AMPUCAS AUSTRALASIA ASIA AFRICA 
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IT Appointments 


custody 

clearing 

settlement 


Develop the future. Rea! time. 

www.capitalmarketscompany.com 


This major investment bank urgently requires an individual with at least two years experience 
of interest rates markets to develop quantitative analysis tools. The role requires: 

>■ Analysis of key market data to identify market behaviour and risk parameters 

Development of risk reports to present risk-analysis and stress analysis to senior management 
Development of front-office tools to identify and manage market opportunities 

^ s VBA “ Excel 316 technical skills required along with very high numeracy 


In addition there is a requirement for a post graduate with a minimum of a 2 1 and an MSc/P hn 
in statistics w join the research team to develop computer driven strategies for a , 

over $1 billion. The. overall purpose of the position is to develop quantitative tJ^™Tf 
statistical modelling of market behaviour aud analysis of portfolio risks Tsujveara J2 
qualification experience of large data sets as well as programming skills in C ana P f 
with statistical packages e.g. SPLUS are pr efe rred. d famdianty 


Please contact Alex Blair on: 



0171 335 5890 
0171 335 0008 


... roVESrirtEW BANKING 
America House, 2 America Square, London EC 3 N 1 AH 


Email; a.blair@huxley.co.uk 
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rises hit by Ericsson 
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By Phfljp Coggan, 

Markets Editor 

A profits warning from one 
of Europe’s leading stocks 
and a weak opening on Wan 
Street ensured that the con- 
tinent's bourses lost their 

initial Opening fining 

Merger activity had.. domi- 
nated the first half of the 
week, but yesterday it was 
one of tbe persistent themes 
of the last few months that 
leapt to the fore - the pres- 
sure on corporate profits. 

Ericsson shares took a 
tumble after the Swedish 
mobile phones group said 

FTSEEbioc fOQ •/'. 

Max . . T 


KXU 


profits wpaJd be 15-20, per 
cent below nwrfcef pr ppcta- 
tions and . announced a 
round of job «**«-' The com- 
pany's shares fell Ecu 4^0 to 
Ecu 20,84. 

That weighed an the rest 
of the electronics, and electri- 
cal equipment sector, winch 
fell 5.1 per cent, tbe day’s 
worst performance, with 
Nokia off Ecu 2L90 at Feet 
89.74. 

The Ericsson news did its 
bit to harm sentiment across 
the markets, as did a bad' 
start for New York, where 
the Dow Jones Industrial 
Average feQ more than 100 
points shortly after Europe’s 
bourses closed. 

Bond yUd cone 
ftr cant Dunbar 30 199Q . 


Peter Oppenhenner, global 
strategist at HSBC Securi- 
ties, said: “The Ericsson 
announcement was quite a 
critical issue. There is a big 

risk that further profit warn- 
ings - will come through, 
which , will have a negative 
effect on sentiment - 
- “Bat it doesn't change the 
fundamental picture. . We 
fiffl) think Europe Is in an up 
phase although we would be 
defensive in our stock selec- 
tion," ha said. 

The-FTSE Eurotop 100 
Index fell 2&31 or 1 per cent 
to 2^7523, whilfi tbe broader 
Eurotop 300 slipped 9-03 to 
U1417. The FTSE Ebloc 100 
index, which comprises 


stocks in ‘ euro-zone coun- 
tries, dropped'6.08 to 03125. 

Thera were still signs that 
mark ete were winding 1 down 
ahead of Christmas with 
many i+v ft itTii j rnni likely, to 
cease trading in European 
stocks next week, as they 
prepare for the introduction 
of the euro. 

The day’s best sector was 
healthcare, up 45 per cent 
thanks to Nycomed Am Gr- 
aham. which rebounded Ecu 
020 to Ecu 5.23 after 
Wednesday’s losses. . 

Information technology 
shares fell 22 per cent with 
preference shares in German 
software group SAP off Ecu 

12-70 at Ecu 38S-I5. 
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INTERNATIONAL CAPITAL MARKETS 


NEW ISSUES PLAN TO CA LM MA RKET 

Japan to take 
a 30-year view 


ByGBfenTett 


The Japanese government is 
drawing up plans to issue a 
30-year bond for the first 
time in a new bid to calm 
market concern about the 
country’s spiralling national 
debt 

The Ministry of Finance 
also plans to issue one-year 
Treasury bills, or short-term 
fi nancing Instruments, and 
may issue five-year bonds as 
well, also for the first time, 
officials say. 

Government officials insist 
the move is Intended to cre- 
ate greater flexibility and 
depth in Japan's capital mar- 
kets, which are underdevel- 
oped compared with those of 
other large industrialised 
countries such as the US. 

However, the plans also 
reflect the government's ris- 
ing alarm about the recent 
slump in the price of the 
benchmark 10-year Japanese 
government bond. Some offi- 
cials fear the bond could 
tumble further because the 
debt levels are set to surge 
as a result of the planned 
stimulus measures. 

One ministry official said: 
"We have not made any offi- 
cial decisions [about the 30- 
year bond] yet. But we want 
to diversify the funding 
sources to create better capi- 
tal markets, and minimise 
market disruption.” 

However, bond prices yes- 
terday fell sharply as news 
of the plans increased, 
rather than eased, market 
concern. The yield on the 
benchmark 10-year JGB 
surged to 1.18 per cent, 0.07 
per cent up on the day, as 
investors concluded that the 
fiscal situation was so severe 
the ministry was planning 
bigger-than-expected issu- 
ance next year. 

W illiam Campbell, head of 
research at J.P. Morgan, 
said: "People t hink this 


WORLD BOND PRICES 


[plan] means that the gov- 
ernment Is trying to hide the 
size of the funding crisis. 
The government has so 
many bonds to issue that it 
doesn’t think the current 
windows can absorb it.” 

Market concern about 
Japan's looming bond issues 
has been partly triggered by 
the government’s decision to 
implement a Y24,000bn stim- 
ulus package. This requires 
an additional Yl3.000bn 
bond issuance before next 
March, pushing the overall 
issuance to a record 
Y76,430bn in fiscal 1998. 

But investors have also 
been alarmed by signs that 
the Trust Fond Bureau, an 
arm of the ministry, is 
becoming more reluctant to 
buy JGBs. With the govern- 
ment due to implement fur- 
ther stimulus measures next 
year, bond issuance is likely 
to surge even higher in fiscal 
1999, traders warn. 

Government officials yes- 
terday said the new 30-year 
issues were unlikely to be 
introduced until fiscal 1999. 
However, some traders said 
the step could mark a shift 
in Japan's markets, which 
have had [ever types of gov- 
ernment bonds than other 
developed countries. 

Masuhisa Kobayashi. ana- 
lyst at Merrill Lynch, said: 
“This is a major decision (hr 
the ministry, which has 
relied on 10-year bonds In 
the past We expect this will 
spur the diversification of 
maturity periods in the cor- 
porate bond market as welL” 

At present, for example, 
the government only issues 
four, six, 10 and 20-year 
bonds, with most of its fund- 
ing needs met through 10- 
year JGBs. However, in addi- 
tion to the planned 30-year 
bond, the ministry is also 
planning to introduce a one- 
year TB. in addition to the 
current six-month TB. 


UK rate cut fails to i 


GOyraR^BONDS 

By Arkady Ostrovsky aid Moffat 
Ekoriko in London aid Join 
Labate in Hew York 

The market yesterday 
shrugged off the 50-basis 
point cut in UK interest 
rates, having discounted the 
move. 

The March contract on the 
10-year gilt future moved up 
0.27 to settle at 118.71 in Lon- 
don, taking a lead from the 
strong opening in other 
mainland European markets. 

The ftinit of England . cut 
the rate to 6.25 per cent, 
saying “the prospect for 
global activity appears to 
have weakened and 
commodity prices have 
fallen further”. 


Kit Juckes at NatWest 
Capital Markets said the 
market bad discounted nine- 
tenths of the interest rate 
cot and was unimpressed by 
the move. UK rates are still 
more than double the level 
of that in the euro-zone In 
spite of the fact that many 
are forecasting flat or even 
negative growth in the UK 
next year. 

The long end of the yield 
curve continued to rally 
across Europe yesterday, 
fuelled by the falling oil 
prices. 

The Brent oil future con- 
tract hit a record low of $9.70 
a barrel yesterday in further 
evidence that disinf lation 
was accelerating. 

The March future on the 
10-year German bund closed 


0.09 higher at 116.46. The 
March future on the 10-year 
Italian bond XDOVed up 0JL4 
to U4J7. 

•The 10-year gilt did not 
outperform the lOyear - Ger- 
man bund," said David 
Knott at Deutsche Bank. 
“This proves that the inter- 
est rate cut in the UK was 
seen as a confirmation of the 
general policy easing in 
Europe rather than as a 
reflection on the UK econ- 
omy in particular. The tim- 
ing and the size of the cut 
could be specific to the UK, 
but all the macro trends are 
global" 

In Japan the March con- 
tract an the 10-year JGB 
closed 0.27 lower at 13430 
after the Ministry of Finance 
inHiratcH it might increase 



supply at the. long end of the 

yield curve from the next fis- 
cal year. 

US Treasuries . continued 
to p»gh higher as a broad- 
based sell-off took hold of 
Wall Street stock trading in 
the morning. The 30-year 
bond was 5 higher at 1048. 
sending the yield down to 
4340 per cent ' 

The 10-year note- gained 8 
to 101%, yielding 4318 per 
cent and the -two-year note 
was & higher at 1003. yield- 
ing 4373 per cent 

Fresh concerns about Rus- 
sia’s debt programme and 
growing unease about Iraq's 
resistance to weapons 
inspections have resurfaced 
recently to affect the market. 
Falling stock prices also sent 
money back into Treasuries. 


Turkey back with 10-year issue 


INTE RNATI ONAL BON DS 
By Vincent Boland 
and Edward Luce 

Turkey returned to the 
markets yesterday with a 
$200m 10-year Issue, its first 
dollar deal since sentiment 
went a gainst amwrg in g mar- 
ket borrowers this year. 

Yielding 790 basis points 
over the underlying US Trea- 
sury, the issue came at a 
premium to other Turkish 
paper in dollars and D-Marks 
and reflected the extent to 
which such borrowers have 
to pay dearly for new ftinds 
on the international mar- 
kets. A DM600m three-year 
issue last month was priced 
to yield 606 baas points over 
the underlying bund. 

A banker at Chase, joint 
lead with Salomon Smith 
Barney, said Turkey’s 
D-Mark paper was generally 
tighter than dollar paper 
because of Germany's sub- 
stantial Turkish community. 

Turkey is estimated to 
need up to $lbn a week in 
funding in first quarter 
of next year, and there were 


New international bond issues 


■ US DOLLARS ;:/ 

RapubJc of rurfoyW 
WWW Banfcft 
8NG* 

■ D-MARKS.^, w 
HypoVarehstanK 
HypdVeraMMpkt 

■ STBU«f 


Corpfl 


Anri 

Corexn 

Prica 

MKwtaf 

FMS 

in. 

% 



* 

' 



' / 


200 

12001 

ss-oesfl 

Doc 2008 

0^75R 

100 

5.00 

vse 

Nov 2005 

n,m 

70 

*40fq( 

100430 

Jan 2002 

1.10 

.'S’ 

’J" 

• - 


‘JJ ■ ■' 

500 

4.75 

S858R 

Dec 2008 

0400 

290 

(d_ 

10OJD0R 

Dec 2008 

Q40R 



... 

.... ... . 


75 

5.126 

101 J 666 R 

NOV 2028 

OB2SR 

50 

5.75 

101^44 

Jul 2002 

inM 

won 

1*7 

100.00 

Jan 2004 

n 

400 

X50(a» 

ag.74R 

Jul 2004 

CL2SR 

f;!. ?“ 




■ ' 

200 

6D0M 

101 . 02 s 

Jul 2001 

1.125 

2(tan 

TM 

89.4526R 

Jan 2002 0.1875R 


ESJ biU/New Japan Sacs 


HypoV/MetrWWartJurg 


Nomura International 


TD Sacuftfcs 


M 

■ VEK -V 

KrtsfCayman tyOne LtdfeO 

■ SUROSM 
BNG 

prZEAUMd DOLLARS 

QVAC 

.■ DRACHMA* 

Rep^ic erf My 

final (wma. nor+cajiabta nitons statat YtoW spread (war retownt QcwMivnent bond) at bunch smrftod ty_toad manager. 
MJnflsted. * Ftoattag-nria nets. ISentflnnual coupon. FC food m-otter price; toes *ho«» w rjolfaM^ ej P»^bto» W 
12/03 at par. bj Ftngfato wtth SSOCm. Hus 42 days accrued, e) 3-nrfh Lfcor +6Sfap. 4 FUrtfBto wMl Cl 50m . Hut 33 days 
accrued, e) Payments ki Ecu prior to Emu. Spread rotates to French govt Ecu bonds. I) Fungibta with C350tn. Plus 44 days 
accrued. 0) tasuad by Jrjvi's MMsby o i M Trade and industries tar Malaysia, q} Quarterly coupons. 4 Short IK coupon. 


HBG DS Global Merfcets 


indications it may make 
another foray into the mar- 
ket soon. 

The banker said yester- 
day's issue had achieved 
“good placement” in the US 
and Europe and had tight- 
ened by three basis points 
after launch. The issue car- 


ries a five-year put and an 
expected yield to then of 
1235 per cent 
Seagram, the Canadian 
entertainment company, yes- 
terday stepped up its 
planned $2bn yankee offer- 
ing to $33bn in light of over- 
whelming demand. The 


Baa3-rated company issued a 
six-tranche . offering lead- 
managed by Goldman Sachs. 
The tranches, which range 
from maturities of three to 
30 years, are expected to be 
priced at a range of between 
170 and 250 basis points 
respectively. * 


face new CB0T chief 


Soybean trader David Brennan must " 
create a consensus, writes Nikki Tait 




T he cavernous trading 
floor at the Chicago 
Board of . Trade, the 
world’s biggest futures 
exchange, bustled as usual 
yesterday morning. But the 

big question being faked 
was bow much difference 
the surprise overnight elec- 
tion of David Brennan; to the 
CBOT chairmanship would 
make to its future. 

Patrick Arbor, the outgo- 
ing rhainwan who lOSt his 
bid for a fourth two-year 
term by 19 votes, was seem 
as a fairly progressive force 
at the 150 -year-old institu- 
tion, favourable to the inter- 
ests of larger trading firms. 

While careful to sing the 
praises of the traditional 
open-outcry trading system 
at home, be bad pushed for a 
cost-effective pooling of back 
office systems with those of 
the Chicago Mercantile 
Exchange. CBOT's cross- 
town rival, and backed an 
alliance with Eurex, the Ger- 
man-Swiss exchange. The 
exchanges would jointly 
develop a new electronic 
trading system, and distrib- 
ute each other's products. 

But as cheapo-, electronic- 
based trading alternatives 
continued to. threaten and 
seat prices slumped, rum- 
blings over the leadership 
grew. The board voted down 
“common clearing” at the 
membership’s urging. Dissat- 
isfaction with some expendi- 
tures, such as the licencing 
of the Dow Jones Indices, 
and a feeling that the 
exchange was not capitalis- 
ing on its assets took root 
Mr Brennan became a focal 
point for the discontent. 

Yesterday, the new chair- 
man was saying little, 
beyond pledging an “open 
door” policy and thorough 
membership consultations. 


But in the course of his cam-, 
paign, Mr Brennan stressed 
bis desire .to build a more 
efficient. . paperless floor 
around the’ core -"open -oafr- 
cry” execution method, and • 
supported “side-by-side" 
electronic and. pit trading. 
He - and supporters -critic- 
ised the slow progress in 
introducing electronic order 
routing to the floor. 

Mr Brennan questioned 
some elements of the Eurex 
alliance although he said the 
“concept sounds good”. 
Obstacles _ included who 
would get access to the new 
system - -and thus the 
CBOT’s flagship interest 
rate-related complex - and 
the role Andersen Consult- 
ing would have in develop- 
tng the technology. j 

The soybean trader also j 
talked of the need.to explore ’ 
“mutual Interests” with the 
neighbouring Chicago Board 
Options Exchange, and 
rethink the exchange's 
expenditure, now topping 
$150m annually. 

As for talk of converting 
to “for profit* status or even 
turning CBOT into a share- 
holder-owned entity, he 
pledged to support the cur- 
rent examination of this 
option, although added that 
any decision would be 
“deliberate and judicious”. 

Mr Brennan also promised 
accountability and hill infor- 
mation. It was an implied 
criticism which irritated Mr 
Arbor during the campaign. 

In membership organisa- 
tions, the former chairman-^ 
noted, participants tend to 
develop personal views, and j 
then complain that they are 
not being heard. Indeed, 
bringing the disparate inter- 
est of the CBOT membership 
into a consensus may yet be 
Mr Brennan's hardest task. 
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MUXS 

+044 

-415 

-1*8 


asm 

5925 

1076752 

*01 

-041 

-042 

-049 

-129 


08*8 

3500 

(004730 

*05 

-041 

-045 

-431 

-1.09 

ecu 

07*0 

*000 

101 2200 

110 

-OW 

-00* 

-043 

-1*6 


04*8 

3250 

11*8500 

34* 

-041 

-417 

-4*5 

-166 


LotaM ctoMt * re* to* rnu «r 

TM UMI ' 


Sbwoe Mori* DHtiFT Mratatai 
i to (toy nd * l A MH MIIIUIW 


10 YEAR BENCHMARK SPREADS 

SfMMd Spread 


Das 10 


YWd ends T-taria 


Spread Spread 
M w VB 
YUd BM T-Bond* 


tori* 

4.75 

+140 

+022 

MewZmdtoid 

523 

+158 

+440 

ARM 

30* 

+0.16 

•050 

Hcnmr 

527 

+152 

+074 

Brigkn 

4tl 

♦030 

-0.42 

Ptot M 

4.11 

+036 

-042 

Ctoiads 

*43 

+146 

+050 

Serin 

4» 

+034 

-044 

Denmrit 

421 

+0.46 

-032 

Sweden 

422 

+047 

-031 

fintand 

405 

+030 

-048 

MtoHtorei 

220 

-147 

-225 

Franca 

3J3 

+U00 

-070 

IK 

4.47 

+072 

-006 

Gtoiawpr 

175 

- 

-on 

us 

453 

+070 

_ 

hM 

401 

+026 

-OS2 

ECU 

352 

*017 

-081 


Ur 405 4030 -0.48 s**tt 

kpU 133 -252 -130 UH» taring. ■ Me* tat dw» 

IteMmd* in +0,13 -4E5 fear 

EMERGING MARKET BONDS 


M 


0202 

8704 

0607 


■ iAm 


BnW 


0927 
0537 

0928 


07/08 

tons 

wn 


7.000 

7,125 


9.750 


11300 88 


7330 

8JS0 


moo 

Sob* Min 1906 
Turiwy 0OTT 


9.125 

0376 

HUM 



Mp.na.noat 

t ton anon 





Day"* 

uara 

SpnJ 

sap 

OH 

BM 

edge 


n 

Utao 

prt* 


** 

* 

US 

666- 

9471)68 

843 

-2.18 

-279 

+455 

886- 

1QLQ6S8 

622 

-008 

-010 

+102 

ccc- 

200000 

4243 

+1,17 

-277 

+3044 

BB 

66.1102 

1140 

-046 

-021 

+644 

BB- 

605000 

1*56 

+022 

+Q76 

+072 

08 

1052080 

1044 

-firo 

+043 

+540 

006+ 

103X362 

7.10 

+010 

+077 

+261 

BB+ 

B75000 

IDS 

+O03 

-154 

+429 

. BBS- 

90*502. 

US 

+005 

-153 

+161 

06- 

1042000 

540 

-077 

-149 

+146 

06+ 

95.0615 

920 

-040 

-157 

+4.79 

B 

910147 

1120 

-005 

-049 

+674 

68 

732500 

654 

-045 

-035 

+176 

BB- 

61 4250 

1349 

+020 

+070 

+0.79 

BB 

77.1250 

162 

+041 

-021 

+362 

6+ 

807036 

1242 

-008 

+097 

+720 


BOND FUTURES AND OPTIONS 

Ranee 

■ NOnOMi. (TOUCH BOM R7TUR&> (MATT] FT*50E,0Q0 


Open Sail price Chwiga la Et«L Opan tat 

Dec 11X48 11238 +0.12 11231 11231 82312 34,049 

11133 11136 +0.13 112.02 111 JO 25*60 20,786 

81 LfBBYBHB FBBKB BOND 0PTO6 {Hfllfi 


SMre 

Prica 

■ton 

— CALLS — < — - 
Mar 

jn 

— PHIS 

Mv 

100 

204 

3.15 - • 

a 01 

034 

MB 

140 

236 

047 

054 

110 

146 

105 ■ ' 

024 

003 

111 

045 

147 ' - 

OB2 

124 

EAR tori, Cdto rta 

nm aft 

s 

a 

* 

1 

s 

\ 

PIKito. 



Germany 

■ wnoreu. saa um bmp mnmpra nesaooo icaae a ioo% 

Open snprieg Change tttfi Uni Eft «ri Opan toL 
Dec 11430 11530 - 11532 T143B 24388 234393 

MV 11830 11648 +039 11649 11610 267,119 248J32 


138 ■ BOO FUTURES OPTIONS OM2503M potato Of 100% 


Strike 

Price 

Jan 

— CALLS - 
f* 

Kar 

Jan 

— PUTS 
Fab 

11600 

061 

095 

120 

023 

157 

11600 

034 

009 

044 

046 

041 

11700 

016 

0.48 

072 

070 

1.10 


032 

138 

134 


Eft «* «* on 0 FOB 0. freriai an not ac ore a a 
■ NOTnUL EBtoUH BOB (B0BJ FUTURES pTB| DKS0300 lOOOtoOMOOU 



Opan 

SeSjwca 

Qanga 

«rii 

lore 

Etliel 

Opea In t 

Dr 

109*3 

10008 

+043 

109*3 

10056 

19*77 

131128 


10945 

10948 

+042 

10949 

10845 

75208 

157,19 

■ BOnORAL in SKAf 

• RmOES <LBB* 5yr 44% 0M2S04D0 potato « 100% 



Open 

Saantoa 

Change 

HQh 

Low 

Eft wt 

Open H. 

Or 


101.72 

+041 



0 

1100 

ur 


101*9 

+004 



0 

215 

■ B01BWAL LFB SWAP TOURS Lffff}" lOyr 43% DU250000 patata of 100% 



Qpan 

Sea prica 

Ctaaga 

m 

Um 

Eft vri 

Open InL 

Dr 


102.19 

+005 



0 

1179 

Mr 

10140 

10143 

+044 

10140 

10145 

40 

250 

Mtatadwtai 

m MOM 

■ MM Spt 

toatormttntWa. 




Italy 









to MQ7WW. TOUAH aOVT. BOW (RTF) faiTDBg Ura 20C<n 1000a of 100% 

Open SeSprica Ctango Mgh Low Eft Open tat. 
I»* 11430 114.17 +0.1* 11434 11333 9502 41605 


ftmwi 6QVT. BQtoP om») wmws tynaes ju^ Ura200m iixen ri ioo% 
to* ctus ran 


Pktoe 

Jrii 

ft* 

Jm 

tab 

11400 

437 

470 

non 

043 

114S0 

0.14 

446 

447 

479 

11000 

404 

oa 

047 

1.12 


EftiBWMOMtl 


Spain 

to MmMPL SMMSH I 


i to. QtoO nai Bdoe 


irantoB*Bq 


<8» SWtiica Chtoge Hi* Low EcL «L Opw H. 

117.45 11739 +0.17 117J1 117.42 38364 31303 

116J0 11631 +033 11637 11670 1634 1350 


- UK 


■ WHIM 5 TE« ai ronngfure gioojoo iooobomdq% 


Oac 


Opn Seopriee Qwge Hpi low 

10931 +0.13 

10937 +0L13 

to WmOWL 8K 6BJ RITMtoS 9LPF&* £100300 IQOBto el 100% 
Open On Qspga H^i Low 

D« 11839 11836 +037 118J1 11831 

«» 11836 11671 +6Z7 11832 11615 

“ DTE Ham too bsM in to. M (*■ tww W- at to pm % 

■ uwb tar btihb OPTPB fljwg eiooyooo ioqbk a 100% 


Ea.ni Open inL 
a 3i9 

0 78 


toL wt Open kt 
160 40» 

34857 108642 


SOU 

Price 
11850 
11800 
11960 

tot wt bal oat nn nn m rwori A*to taw at. Qk MH ra* sec 


us 

to in TBasaer eon) fuiotff5 tcBi> smoai n 100% 


JM 

— CALLS - 
Feb 

Mr 

Jan 

— rare 
Fab 

067 

1.11 

106 

0.46 

040 

0*2 

067 

132 

471 

1.16 

026 

006 

1.12 

145 

1*5 


1J7 

131 

131 


Dec 

tor 

Jon 


(*en 

Lareft 

Change 


130-23 

130-26 

-(MS 

130-29 

130-13 

130-15 

-0-« 

130-19 

129-28 

130-02, 

-0-01 

131MB 


low 


Eat* Open m. 
16779 107.170 


932 


6744 


in 


tomiMtoDWIHHta tow 


to jPHOtoaL UWS THW JtPMBg COTL BOM RPQBB Hflflta IQBBw ct 100% 

Opto SWfrae tiangs top Um Eto. w Dpn M. 
13435 13608 13610 13432 1414 n 

134.48 q w 



Ecu 

■ era Bon nnucs poof) Eon 00300 


INTERNATIONAL BONDS 


Dr 


□pan Stopfce Change Mgh 
11X30 11235 +140 11230 


Law EsL ML Qpan tat. 
11230 . 11 290 


US CORPORATE BONOS 


Red S*'P 
ddto CUopn Rtong 


" BU 

-prfca 


Dae 9 

•. ; . •: 

PrBbI 07/02 739 AA- 106.4322 

IffTrf - .0805 730 At- 1024753 

CWE (SOB 630 BBS - 115790 

;i. .p jto* cyu. -,:. }J. 

68X 0507 675 AM 121.7022 

Banc Qoa ■ 0802 735 A 1063316 

CHARD . 01/18 695 A- 687753 

;aansriuLs' 

WWTato 04OB 635 BB8+ 1003670 

WU atari 0502 6.75 M 1057593 

Dayton Hod 06/21 670 A- 1373798 




Daft wrt spm 
chgn i 
yw yu fino 


RtMC 

SUM 

FMM 

RC8 


0407 

0300 

02718 

0606 


7.14 NM 
730 WA 
695 WA 
895 HA 


-■XRHTB3 . 

Stone CM (SOI 668 B 

AKS8 1201 613 BB- 

0804 1075 B- 


113.1208 

1023768 

1393953 

1264523 


1023500 

1043000 

»l1250 


533 -035 -034 +038 
679 -033 -618 +133 
5.79 -036 -642 *134 


549 -035 -634 +694 

539 -695 -042 +134 
736 -604 -652 +2.10 


534 +033 -603 +132 
439 -605 -637 +034 
651 -604 -650 +135 


5.18 +606 -642 +663 
439 -032 -62f +038 
538 +037 -036 +660 
5.13 -601 -643 +658 


030 

030 

030 


KtaritdtolHKwtMbto 


are taraatri oawfn 


US INTEREST RATES 


Prim nto — 
Bnrierkwi IW 

F+dJnk 

Faltadi aMntoraaodan 


UK BONDS 


— 71i Twomonli. 

— Pj Three Bondi — 


TrrariHy Btos and Bead Ytahto 
— — - Ttaaya*. 


Stuwnti. 
One ye*. 


Three ym- 
445 Ftaye* — 
*54 KHnw 
444 ~ 


441 

4.46 

434 

433 

*S6 


FTSE Actuaries Government Securities 


M 


SOP 


BM 


Day* 


Htol Sprawl 
thga 


DR 10 

tata 

Coroi 

Mq 

pita 

ym 

y« 

ytd 

Govts 

■anoDM 



• 

- 





BB 

02/07 

5730 

• AAA 

1114900 

LOT 

-a 02 

-032 

+419 

sp* 

mm 

5750 

AA 

1114335 

400 

- 

-441 

+418 

PtMp Monti 

mm 

5375 

A 

1040905 

435 

+0.15 

-0.16 

+480 

FWnJFTW 

• 09/02 

1531 

AA 

1000115 

275 

-401 

-440 

-459 

W BJBOfffl 

.? • \ . 




"> • • 



, ** 

AiBkfa 

01/04 

5000 

AAA 

106.7000 

160 

-tm 

-438 

+418 

Abbey Hft 

02/D4 

8.000 

AA 

1147400 

168 

-403 

+0*0 

+436 

CradFoncrir 

,02AM 

9.125 

A 

1234300 

132 

-402 

-441 

+450 

3CFHM 

12/01 

3025 

AA- 

.1040827 

115 

-403 

-435 

-408 

.01 BOBO I4M . 

. -.7 








a 

02/07 

7400 

AAA 

1241000 

406 

_ 

-433 

+414 

*Wy Mat 

02/02 

6400 

AA 

1090300 

157 

-003 

-439 

+421 

Walt Dtarey 

C6AJ0 

1025 

A 

107.1700 

305 

-002 

-439 

+435 

BB FAN 

03AW 

4.743 

AAA 

100.0002 

109 

-401 

-442 

-422 

MHKOE •• 






- • 



BB 

12/07 

7025 

AAA 

1174000 

518 

_ 

-0.32 

♦474 

□rasdnar Bk 

12/07 

7.750 

AA- 

1 146427 

6.17 

-002 

-004 

+173 

Bra* Gan 

• 03/00 

70S 

A+ 

1014918 

544 

_nn? 

-001 

+494 

Abbey Mat HW 

02/02 

7.1 36 

AA 

100.1586 

4.74 

+401 

-029 

+418 

■ E0RDS ' . 

’ 

■ ' 







BB 

04/07 

7450 

AAA 

1144949 

510 

-405 

-428 

+481 

ABN Aim 

0BAI7 

7.125 

AA- 

1064595 

415 

-004 

-025 

+106 

ItoebR 

Ot/C7 

7JM0 

A+ 

1019621 

501 

-404 

-417 

*1.12 

OBcorpFM 

02AM 

5312 

A+ 

954762 

634 

-002 

-0.19 

+106 

■ BVOCt 

r' : ’ 








BqwL-Bk 

08AM 

9000 

AAA 

1204414 

526 


-037 

*419 

Toronto 

05AM 

B400 

AA+ 

1147507 

530 

_ 

-a 17 

+423 

MCrewta 

07» 

1003 

A+ 

10300® 

509 

-005 

-0.16 

*496 

DBdtodMBHW 

0402 

5075 

AA+ 

1020260 

547 

-404 

-as 

+429 

■ HBO YW_ 


"Si.- 

“ 


r * 




World Bank 

03/02 

5450 

AAA 

1151751 

009 

+003 

+034 

-as 

Spain 

03AE 

5750 

AA 

1160272 

463 

+403 

+035 

-418 

Graft Fonder 

08AK 

4750 

A 

1120360 

1.16 

+403 

+034 

+038 

My RM 

07/58 

0*61 

AA 

100.0*5* 

032 

+401 

+415 

-00* 


•SSE CROSS RATES 




-8 


'.1 ‘ 

TlfP; 

- *• 




■-?« 

■(***?. 

-=i 




X. 

■ ■m . 

K 

♦ B».V 

: > 

sm- 




5=w -r- . 








SMdM * tavtc 


Thu Dafa Aceraad id ad] Tot* Ductoon 
Dr 10 chpa % tatoaft ytd Ratare Yaws Ytal 


% 


Thu Dafa 
Dr 10 tfige % 


soute tamcm [ 


UK Indices 


1 Up to 5 yaareflB) 

2 5-10 y«n (11) 

3 19-15 pare (71 

4 5-15y*w»(1R 

5 Ow 15 yeec* f* 

6 hamenaUa (tj 

7 M«aodre(44) 


Mai Tad % 
yid ftaun BHjpt 


12136 610 
17141 025 

16692 073 

17332 027 
23136 043 
32232 037 

16631 025 


Yhriri todcas 

Dr 10 

DR 9 

Yr ago 

Syra 

457 

400 

606 

10 JI8 

4*0 

403 

6** 

ISya 

*.<9 

403 

636 

20 pa 

4*8 

403 

624 


148 1016 119132 246 478 3437 

134 1135 133232 630 449 29.10 

252 1643 145233 678 - 432 1248 

132 11.12 136644 682 430 4238 

033 1127 157273 1138 449 2238 

138 1438 186734 2331 435 077 

149 1139 134773 696 434 10600 

TtaM tadfcaa Pec 10 Dr a vt ago 


1 Up to 5 yen (2) 

2 Over 5 yea«(9j 

3 5-15 yean® 

4 Over 15 yaws (4) 

5 Afl toads (U) 


. — MbHmOX — 

Bata ytald Dr 10 Pur yr* Dr 9 Yr apo 


227.10 

009 

473 

502 

118276 

1450 

25430 

032 

.1.76 

506 

137739 

8400 

23600 

OS 

1*9 

S34 

128415 

4137 

26631 

035 

206 

6*1 

145417. 

41.13 

2*0.18 

038 

108 

503 

135008 

10400 


— hrftadoa S% — 

Dr 10 Ow yre Dr 9 Yr a» 


had T 

405 

406 

6*6 

Mad. is ym 

402 

406 

537 

Mghi5iw 

405 

408 

6*6 


: BH-IWK Mrfc 11 % M OWL r ret ftol y« van to ML 


Up to 6 yn 
Orer 5 yre 
5-15 yis 
OierlS yre 
MStods 


FT fixed tatarest kafleas 
Dec 10 


Or! Ok 8 0k 7 Dk 4 Yr 


too IT low 


W T1614 11430 11*34 11339 11358 10172 11*23 

1 lit 1M* MdBtlt mnwd. • to r HML 8— «K Sto— ■ um Bw aw 
i UhttS nWftod trerea iSB. S kmj> Ms ntatoadiW* ' 


204 

3.49 

246 

308 

2J0 

301 

2.13 

303 

2.28 

13.11 

238 

338 

207 

1331 

20B 

302 

232 

909 

249 

138 

308 

093 

209 

102 

222 

1B7T 

23* 

321 

207 

1480 

2.09 

102 

+re 

1105 

241 

3 32 

207 

1107 

209 

302 

Dec 19 

Ok 9 

OKI OR 7 

0K« 

ttago 

(Bdi- 

LOT 


«31 Rato iatotaat 15537 15536 15538 15430 M478 13439 15478 11532 
e 12740 (U90S. toe 4B.1B (US/751 Rred tan* HgR aa coaMK t5U» (O/IS/BQ. toe 1033 onn 5> tori 


UK GILTS PRICES 


-ftM- 

U tad 


Mat +cr- 


-S2w*_ 
HW lew 


Staatf (Um ap to Fin Yen) 

947 635 10628*8 -5010 

- -Hxuaatod - am 

12‘tpc 1898 1233 579 101J83B +3151 

Treat 1CPjpelS99 1029 U2 10ZM7B +3314 

Tim 6® 1999 559 552 UKL2W3 +38B 

OmlApero 182 547 10U4SB +37» 


rent H tad PdetE +or- 


-SZwa*. 
Mgb law 


mm m a PnceE +cr- 


1D2J3 10021 
10027 10002 
10531 10173 
10438 im» 
10073 96(4 
10848 UB52 


Titotfisczaao $ 622 

Cto*tae2000~ Us 

Treat 13pc 2900 OM 

Treat sc 2000 757 

ireetFSitatoaioT - 

Tow is* 20oi. an 

ttan OIgpCZOQt t 650 

cm«ora»i — t 675 

TIM TpE 2001 651 

bhUpc19BM *1193 

QnM Ope 2002 i 651 

TtbkTpcTBP 851 

CmsiaicBXB i 621 

HiH9AflcM02 695 

BU 9*2006 * 752 

0nr«mc2an — j. lib 

Tieaipcllfn . — 733 

3Mlfee2003 LIS 

1 tM 1 »K 2 D 0 D-aj 91 £lS 


534 BB.4121 
538 10*2001 
524 1115677 
536 1055282 

- 1005075 
508 1161820 

510 1105099 

511 111.4699 

478 1059657 
L40 1005100 
470 1151009 
*85 II? 4855 
L72116232M 
475 1165116 

479 1163309 
479 1194556 
iSUSJOH 
451 1225878 
523 1136527 


+3646 

+3848 

+3530 

+3755 

+3124 

+3808 

+3809 

+3669 

+3763 

+0456 

+.1530 

+.1018 

KIOTO 

+.1530 

+.1030 

KWJO 

+.W 

+1W 

+3629 


10354 10111 
10942 10246 
11453 110SB 
10553 10252 
10052 100.17 
lUUj w.n 

106JS 
11141 16756 
WSS7 100.71 
10444 10031 
11838 11MB 
10741 10142 
11536 10976 
1188* Jll.W 
11533 J0867 
»W46 11178 
1)065 1D85B 
12274 11544 
11671 112.14 


CbB9%pc2D05 

Ball idijpc 2005-^* 
TtrealZicc 2003-5 _ 
Thai 8»spe20as__ 
CBar &^r2D06 # 

Tub 7*tft 2006 

Tri*n*c 2006 _ 

TriBtpc 2002-6 

TW lilac 2003-7 j* 

ireaBlrfe2DB7 

7reK7Vpc2007_ 

TIM TSHSK 2304-8^ 
Treat 9pcZ» — 
IriatapcTBto _ 

Tritosifpeaxs 

TiNteWSDID-. 

Dan 9 rU 2011 

tatqieaiiz 

Treat Pj*aB6-1I_ 

Treat Sc 23U 

Treat 7itpe 2012-16 „ 


TriK(R20l5 

Treat «4pt3fi7__ 
Brt15c20TW7__i 
Treat Bpc 2721 


749 *5B 
734 *01 
976 437 
657.440 
775 433 
628 442 
842 445 
720 475 
034 *78 
645 444 
631 444 
944 448 
643 *46 
813 440 
518 06 

670 4J» 
853 45B 
623 *57 
501 *27 
557 440 
693 431 


1265407 


13*7258 

1257470 

1344355 

1157781 

Bniw 

11U2M 

1257406 

127J9Q55 

1203093 

1415126 

1355454 

1304090 

IO066S 

11*0990 

1422W 

1445674 

103LB2B1 

mam 

13Q3778 


+5481 

+.1314 


+5154 

+5984 

+5862 

+390* 

+.W30 

+3154 

+3191 

+.1TO 
+3700 
+4100 
+57 » 
+3828 
+4284 
+4367 
+•4096 
+483 
+5832 


558 *55 1408408 +5Q5 
574 436 1524388 +.5980 
665 46B17K629M +434 
555 *49 1404409 +318 
*71 455 127.488 *6798 


12654 

13339 
JX90 
12375 
13444 
11*78 
12056 
11 U2 
1332 
12751 

T2064 

14131 

13565 

13041 

mar 

iisn 

14222 

14457 

10083 

13643 

13068 


(4134 

15114 

17953 

1503 

12*81 


» 


%pC98 « 025 153 19*18*5 -.1117 19*18 1B85B 

(7*3 2.19 257 20*3825 +.1117 20*38 19*51 

2Ja»1B (784 268 2J8 2074060 +5391 20741 .192.11 

— tis&a 166 2.17 133.7813 +228 1373.12469 

3* W «95j in 2.12 - aims +5S07 231 JV 20*23 


1173 

12307 
WAD 
11274 
12240 

107.42 

16B7D Zijpc-W 0848 203 215 212®^ +5SB HzS 18706 

10*96 2 1 2J*:11— (74* 208 217 22*0067 zaQ} 195J8 

UUI PvK-U ^ 217 18*880 +346 18396 18*40 

11*70 2*25* T6-— ~ei6| 266 215 2® 2567 +7433 20857 17558 

10*67 2^ ‘20 — 1— (BSjU 206 215 20*80 174X71 

13348 -SboeW — ^77} 2 jOS 210 1737750 *037 17378 14368 
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CURRENCIES & MONEY 



jumps after Batik cuts rates 
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MARKETS REPORT 


By Alan Beatfis 


For the' third tiny* r unning, 
sterling rose against the dol- 
lar after an interest rate cut, 
.even though the SO basis 
l points by which the Rank of 
r England's repo rate fell was 
■* larger than many in the xoar- 
. ket had expected. . 

;. The Bank of England's 
monetary policy committee 
(MFC) yesterday shaved half 
a percentage point off rates 
. .for the second month in soc- 
•i cession. The statement 
released with the decision 
cited a worsening global 
. economy and weak rimrxxy^ 
surveys as the reason. 

. But even thong h the inter- 
. est rate futures mart<>> ma y 
.■-have been slightly shy of ptjt- 
•s cing in a GO basis point cot, 
t. sterling shot up Immediately 
r after the announcement. 

And although it subse- 
quently lost most of the 
’ground it had gained, against 
the D-Mark, the pound h»»id 


on to its rise w gairw* the dol- 
lar to dose up at slbba. 

■ Against the D-Mark it fin- 
ished at DM2.762. slightly^ 
lower than on Wednesday. 

1 Sterling’s robust reaction 
to rate cuts, even those not 
■fltlly priced in by the shot 
sterling markets, has 
attracted, attention from 
mar k e t analysts. 

“It reflects the weight of 
positioning in the for ei gn 
exchange market going into 
MPC decisions,” said Hay 
Attrill of economic consul- 
tancy 4 Cast in. London, 
whose research has noted 
the phntiCTmftnAry 

“It seems to indicate- that 
trader sentiment is more 
pessimistic on the UK than 
that of the economists whose 
views appear in polls.** ; 
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Mr-AttriD added that as 
long as interest rate levels 
were fitffl much higher in the 
UK than elsewhere, precipi- 
tate falls in .the currency 
were unlikely. 

-The yield on sterling 
assets, still remains attrac- 
tive,” he said. “Traders who 
have borrowed in other cur- 
rencies and are long mi ster- 
ling in quasikarry trade 
positions aren’t going to be 
shaken ont of them until 
rates are down towards US 
or European levels.” 

■ The currency Ealhout from 
a slump In the .world oil 
price continues. Tim latest 
potential victim is the Saudi 
riyaL where a rare change In 
the spot as wen as the for- 
ward rate has threatened to 
nm the target exchange rate 
regfene i&tothe sand. 

Yesterda y - the riyal dosed 
in London " trading at 
SB3-754, above the official 
SBS.’S pee with the- three- 
month forward, rate above 
SH3.76. Activity in the for- 


SabtBrijai:; , • . 
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ward Tn nri c B t, implicitly bet- 
ting that the government 
wfB desert the target regime. 
IS the ™rtn Trypans of spCCU- 

jutiTiy ^ tlw ghh* ency . 

-Oil prices, crashing down 
to levels last seen In the 
1970s have put severe strains 
on the Saudi budgetary and 
current account positions 
and shaken the riyal,” said a 
sovereign risk analyst at a 
bank in London. 


.“Because the Saudi foreign 
exchange market is the most 
liquid out of all the Gulf 
states, the pressure was 
always likely to be seen 
there first" 

Rumours have circulated 
that the Saudi government 
has attempted to borrow 
$5bn from the United Arab 
Emirates to finance Its bud- 
get deficit, “But unless ofi 
prices pick up, the Saudi 
government has limited 
options." said the analyst. 

The Saudis had a choice 
between cutting the country 
off completely from interna- 
tional capital markets or 
opening up much more to 
attract foreign investment, 
the analyst said. 

■ OTHER CURRENCIES 

Dec 10 £ t 

Can l*4UBSt - 49.7649 2SM60 - 299BE0 
taro 3E15M - 3B20M2173S - 217.520 
OP 49513} - 499940 309000 - 3900109 

KMC 6X020 - 05034 03021 - 03024 
fta 62276 • 12335 1H2D - 31*46 
Mod 17 m • 57878 34730 - 1*770 
non . 348J82 - 352895 208208 - 212000 
UAL 11101 - 11142 31720 • 18731 


But In the meantime, 
unless the government tight- 
ened fiscal policy substan- 
tially, it might be farced to 
abandon the target exchange 

rate policy, she added. 

■ With most vigorous activ- 
ity in emerging market cur- 
rencies seemingly suspended 
until the new year, the 
strong performance of the 
Korean won attracted some 
attention yesterday. 

Boosted by planned 
reforms to the country's con- 
glomerates. stocks rose by 
nearly 8 per cent yesterday, 
largely because of money 
flooding In from abroad. 

The consequent demand 
for. local currency continued 
to drive the won higher. It 
narrowly failed to break the 
Wool £00 level against the 
dollar, with fears of central 
bank intervention holding 
trades back from pushing it 
higher. The won closed at 
WonX20&5 against the dollar, 
up from Won1225 on 
Wednesday. 


POUND SPOT FORWARD AGAINST THE POUND 
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Oil price continues to drift downward 


Bjr Paul Sobnan 


World oil prices remained 
weak in London yesterday 
after Wednesday's close of 
less than ^0 a barrel. 

In late trading on the 
International Petroleum 
Exchange, the benchmark 
January contract for Brent 
blend was 59.85 compared 
with Wednesday's close of 


$9.98. Earlier in the day, the 
price had dipped below $9.70. 

Analysts said that in the 
absence of any firm action 
by the Organisation of Petro- 
leum Exporting Countries to 
limit supplies and support 
the price, the mar ket was 
watching the weather 
closely for signs of a cold 
spell that would bring a 
drawdown in supplies. 

Opec has ruled out any 
decision on extending the 


2.6m barrels a day of produc- 
tion cuts agreed this year 
until its next meeting in 
March. “Oil markets are 
watching forecasts closely 
because of the unseasonally 
warm weather In the US," 
one analyst said yesterday. 

Temperatures In the 
north-east US are 20 per cent 
warmer than normal In spite 
of earlier forecasts of a 
colder than usual winter in 
the northern hemisphere. 


On the precious metals 
markets, palladium received 
a boost from news that there 
could be export delays from 
Russia, the biggest producer, 
next year. 

Palladium is used in 
capacitors that control 
power supply In many elec- 
tronic products and is also 
used as a catalyst to reduce 
pollutant emissions in cars. 
Russia accounts for about 70 
per cent of world supplies. 


The metal was “fixed" m 
London .yesterday afternoon 
at $300 an ounce, up $5 on 
the mnming fix. In late trad- 
ing in Europe, it was quoted 
at $308. 

Meanwhile, gold was 
“fixed" at $293-95 an ounce 
in London compared with 
the iwnrning “fix" of S294L9Q 
Anri Wednesday afternoon's 
level of $294.20. 

Among base metals, three- 
month copper closed at 


$L£X4 a tonne, down $2 ftom 
Wednesday’s close. Three- 
month nickel ended $35 
higher at $3,870 a tonne, 
while three-month alumin- 
ium added $2 to dose at 
SL 268 a tonne, 

■On the London Interna- 
tional Financial Futures and 
Options Exchange, cocoa 
futures prices fell again, the 
benchmark March contract 
closing down £11 at £940 a 
tonne. 


Western Uranium producers 
struggle with falling prices 

Demand outlook tied to contracts signed by utilities who already 
have medium-term agreements, writes Scott Morrison 

Wi 


' estern uranium pro- 
ducers are shutting 
down facilities, reduc- 
ing staff and cutting produc- 
tion as they struggle to con- 
tend with a supply glut, low 
spot market prices and an 
uncertain market outlook. 

DVfC Global, the US potash 
and phosphate producer, was 
the latest company to 
respond to low uranium 
prices when it indicated this 
month it would permanently 
shut down its two uranium 
facilities by early next year. 
The company, which was 
expected to produce roughly 
950,000 pounds this year, 
about 16 per cent of US ura- 
nium production, said it 
would meet existing sales 
obligations through inven- 
tory. 

IMC’s decision follows a 
rash of announcements from 
producers struggling to cope 
with a sharp drop in the ura- 
nium spot price. 

Uranium Resources, the 
US producer, has said It 
would “shut in” two facili- 
ties and put them on 
standby status. The com- 
pany also announced a 
series of operational and 
administrative cuts. Paul 
Willmott. the company's 
chief executive, said prices 
had fallen below production 
costs and the outlook was 
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not favourable In the near 
term. 

Cogema Resources, the 
Canadian subsidiary of the 
French Cogema group, has 
also announced plans to 
shut down a high cost mine 
in 2000. Rossing Uranium of 
Namibia recently proposed 

Cameco said it 
would slash 
output by 38 per 
cent to 16m 
pounds In 1999 


to cut salaries and other 
operating expenses in an 
attempt to reduce costs by 20 
per cent by the turn of the 
century. 

Perhaps the most signifi- 
cant announcement came 
from Cameco, the world's 
largest publicly traded ura- 
nium producer, which said 
recently it would slash out- 
put by 38 per cent to 16m 
pounds in 1999. In addition, 
Cameco said uranium con- 
version services at its 
Ontario operations would be 
reduced to 10 per cent below 
1998 levels, a measure the 
company expected would 


improve its cash flow by 
CS200m (US$l30m) over the 
next three years. 

Like IMG, Cameco said it 
would continue to meet sales 
commitments by drawing on 
uranium inventories, which 
it has built up in preparation 
for a transition to a new 
high grade mine in Sas- 
katchewan. 

The Cameco announce- 
ment appears to have stabi- 
lised the spot price for ura- 
nium at about $8.75 a pound 
after slipping more than 10 
pur cent since late August 
While most uranium is sold 
through long-term contracts 
at a premium to the spot 
price, the value of about half 
of that uranium is tied to the 
market price at the time of 
delivery. One nuclear indus- 
try analyst said that simply 
stabilising the spot price was 
an important development, 
given the current environ- 
ment 

The Australian Bureau of 
Agricultural and Resource 
Economics (ABARE) 
recently forecast that while 
supply into the spot ura- 
nium market was expected 
to stabilise in 1999, world 
consumption was not expec- 
ted to grow significantly and 
short-term delivery prices 
are forecast to remain under 
$11 a pound. 



Producers are meeting sales commi t ments by drawing on Inventories 


Some industry sources 
said uranium prices had 
probably hit bottom, but 
other forecasters, such as 
Uranium Exchange, the US 
consultancy, have been more 
bearish. It suggested earlier 
this year that the US market 
price for uranium could 
range between $6-58 by 2000. 

That compares with aver- 
age spot prices of $12.05 a 
pound in 1997 and $15.62 in 
1996. 

The outlook for uranium 
prices is tied to western util- 
ities, which have covered 
their medium-term uranium 
needs in contracts signed 
over the past few years. 
Industry observers said 
there had been few new con- 
tracts signed this year and 
not many were expected in 
the next two or three years. 

More importantly, there is 
a high degree of uncertainty 


regarding future . uranium 
prices because of the unre- 
solved status of 500 tonnes of 
hi ghly enriched - weapons 
grade - uranium stockpiled 
by Russia. That is equivalent 
to about 400m pounds of 
benchmark U308, which 
would be sufficient to meet 
global demand by commer- 
cial reactors far almost three 
years. 

Under a 1993 intergovern- 
mental agreement, Russia is 
committed to deliver that 
uranium to the US over 20 
years. But it is not yet dear 
who would control the sale 
of those stockpiles. A trio of 
western producers . - 
Cameco, Cogema and 
Nufeem, the US producer - 
has been attempting to 
secure control to sell a por- 
tion of the Russian uranium 
to Introduce it Into the mar- 
ket in an orderly fashion. 


Recent negotiations, how : 
ever, have failed to yield an 
agreement. 

While there are restric- 
tions on the sale of Moscow's 
uranium in the US and 
Europe, Russia’s atomic 
energy ministry is free to 
sell its product on the open 
market to countries in Asia, 
eastern Europe and Latin 
America. Some western pro-, 
ducers are concerned that 
Russian uranium sales could 
destabilise the market and 
further depress prices. 

Cameco, Cogema ■ and 
Nukem remain hopeful they 
can strike a deal to market a 
potion of the Russian ura- 
nium. But with the recent 
spate of closures and cut- 
backs, it is dear that many 
other producers see little 
reason to be optimistic about 
the prospects for the ura- 
nium industry. 
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Skoda wins $160m work > 
to build Philippines plants 

.-ijj 

Skoda, the Czech engineering group, said yesterdaytl^- 
won a contract worth $1 60m to build a car» sugar pant tag 
the Phffippfrtes. Skoda, which b. based in Ptoa Pgnjjf/S 
build the plant by 2000 as part of the Mocotand regrak.y^J 
development prelect which is guaranteed by the.Phflp-..:^ 
pines government ■ • ' •_ v . " ,r 

The company is not affiBated with Volkswagen’s CjjscI i ; 
carmaking outfit The greenfield project wlH haw a dafly 
capacity of 10,000 tonnes of processed cane. ;■ - 
The Moreland Sugar Integrated Project in Mindanao 
launched in 1996iafter a peace agreement -was signed.- 
between the Manila government and the More Nation* J 
Liberation Front, aMostem rebel group. ' ' ' : " ' J 

The project, which will cost $260m In total. Indudes.the; ■*, 
construction of transport llnks+cane plantations and 
expanded harbours to help set up the tafcastnjcfore for foe 
sugar Industry. The Czefch part of the project will receive a 
Its financial backing from the arrangers Soddtd Gdndrefe $1 
and Is likely 1 to fndude 1PB. foe Prague-based bank; and -• : . 
Egap, foe Czech export guarantee and Insurance agency. , 
Reuters * 

Price collection plans stall * 

The Issue of commercial confidentlaDly has hit European ■ - 
Commission plans to start collecting sugar prices direct .V 
from refiners, according to an official from one of foe; . . 
members of the European Union. . ^ 

The panel has wanted to improve the quality and type of? 
statistical data it collects frqm EU members for a Jongjjme^ 

* 

V 



to protect against price-fixing and ensure foe union's sin- 
gle market for sugar functions smoothly. - . . 

The only figures it receives now are from the European 
Committee of Industrial Users of Sugar (Cl US), a lobby 
group representing sugar-consuming food and drinks 
companies. Sugor refiners do not reveal factory-gate 
prices. Reuters . , . 


COFFEE 3 

: : — ~>a 

Tanzania lifts production | 

Good weather has boosted coffee production in Tanzania, * 
encouraging traders to raise their 1998-99 crop forecasts ■ ~ 
of 43;000 tonnes to a possible 50,000 tonnes. Harvesting « 
of foe southern arabica coffee crop for this year Is com- 
plete and yielded about 19,000-20,000 tonnes. The . 
robusta coffee has almost all been htrvested and aver- 
aged about 12,000-13,000 tonnes. Unwashed varieties + • 
were put at 3,000 tonnes. ’ 

Northern arabicas have still to be included but have 
been estimated at 10,000 tonnes. Prices for this' variety 
average between $170 and $180 per 50 kg compared with -jj 
a peak of $220 in January this year. 

Prices are likely to fell because there is less denufod . / ■$ 
from overseas and because of laiger-than -expected pro- 
duction from Tanzania. Tanzania is seeking to Increase Ms 
annual coffee output to between 80,000 and 100,000 - i 

tonnes by 2004. Reuters . A 

• ' - ' ■«* 
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ACROSS 

1 Tasteless attempt to con- 
ceal having a wife and 
daughter (B) 

4 Is afraid about the plumage 

(?) 

9 Liable to erupt when busy 
( 8 ) 

10 Split into north, and south 
camps with the reward of 
capturing old American 

city ffl) 

12 Businessman with a lot of 
lines surrounding the heart 
( 8 ) 

IS Teach Latin translation for 
“house" (6) .... . 

15 For example, having over- 

.. .large images. of aneself.WJ 

16 Mercenary material (7) 

20 Worker one trams uncon- 
ventionally (7) 

21. Singer in her final Tosca 
performance (4) 

25 Cut back on erode manu- 
facture of ecstasy (6) 

26 - Last possible time for the 
ftmeral procession? (S) 

28 Italian, very short on open- 
ing (8) 

29 Fruit, but more than one is 
chlckenfeed (6) 

30 Taxed the second journalist 
with following simpletons 

31 8. unorthodox belief is 
that it’s easy to lose a girl 
m front (6) 

DOWN 

1 Given cover by Reeds (8) 

2 Battle station (8) 

3 Enthuse about starters of 
Italian noodles and gorge 
(6) 


5 Take a tenner, perhaps, up 
to college (4) ' 

6 Tear off outride - pain in : 
the windpipes (8) 

7 Good for consumers (B) 

8 Lots of retirement cover for 
man entering exclusive 
groups (6) 

11 Poison dispensed by non-.' 

■ extreme miscreant (7) - 

14 Got away, being spaced out . 
on drug (7) 

17 Developing early. lost conh 

pony, but remained valu* • 
able (8) 

18 Everyone can regroup, that ' 
Is outside the. union (9) . ' . ; 

18 Turn up in. the money, J 

- - extremely lustily and pow- - 
erfuRy (8) . . 1 

22 Unimportant details of the ^ 

time the queen left the’ 
Biwera f6) 1 

23 the troubles ' 
that cnnsnmgri the pavy (fi) 

24 Heard about original ebony :• 

stick (6) • - - 

27 Way before the old eye ! 
trouble (4) ; 
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Wall St fall erodes gains inspired by rate cut 


jr 


MARKET REPORT 

By Steve Thompson, 

UK Sfocfc Wvfcst Editor ^ 

The impact of an early burst 
of enthusiastic buying of UK 
stocks following the much- 
heralded reduction in domes- 
tic interest rates was wiped 
out by a poor early showing 
by Wall Street. 

Before the kick-off in the 
US, the London stock market 
had responded positively to 
the 50 basis points cut In 
interest rates, the third 
downward shift in rates 
since October. 

Dealers acknowledged that 


the cut was good news, but 
added that the market had 
long expected a cut of that 
magnitude, and that many 
had been expecting an even 
bigger reduction - a call for 
a cut of 100 basis points was 
given an enthusiastic wel- 
come by the stock market 
earlier in the week. 

Wall Street fell more than 
100 points early yesterday as 
US investors fretted about 
the prospect of more prob- 
lems in Sooth America, espe- 
cially Brazil, awrfd wor- 
ries that the economic woes 
in Asia may reappear. 

A senior marketmaker in 
London said the 50 basts 


points reduction “has been 
in the price for some time”. 

He added that London was 
preparing itself for a period 
of low volumes in the run-up 
to European monetary union 
that could, he said, lead to 
extreme volatility in share 
prices. 

Others Insisted that Lon- 
don would have to face the 
prospect of a continuing 
stream of profit warnings. 
“There Is a view that the 
new year and the onset of 
the euro will bring a sharp 
dose of reality to the UK 
market, which could well be 
made much worse if Wall 
Street hits choppy waters,” 


was the feeling of one 
broker. 

The FTSE 100 index swung 
in a near 100-paint arc, slid- 
ing more than 50 points 
early in the day before rally- 
lug strongly In the wake of 
the rate cut and posting a 
43-point gain, then slipping 
towards the doee. 

The last five .minutes of 
trading saw the FTSE 100 
flash both blue and red on 
the trading screens before 
finally dipping into negative 
ground ami eventually clos- 
ing 8A off at 5.660.3. 

The second- and third-line 
stocks were briefly under 

pressure shortly after trad- 


- tng began, but rallied. 
■ strongly as buyers moved 
into the market and never 
looked liked faffing back. 

. The FTSE 250 ended 2.1 
ahead at 4,780.0, having hit a 
session high of 4,785-2, white 
the FTSE SmaHCap dosed 
3k higher at 2£20.7. 

There was some disap- 
pointment that the previous 
day's takeover/merger sto- 
ries did not materialise,' but 
news that Wassail had 
Increased its stake inBICC 
helped the latter’s shares 
advance on hopes that the 
former may yet provoke a 
bidder to break cover. 

Company news among the 


front-fine stocks was mostly 
supportive of the' market, 
especially good results- from 
Compass, the caterhe group, 
and Bacal Electronics, both 
of "which- featured in the ga tf 
FTSE 100 and 250 best per- 

fhrfnpr tafr j aq ' ' ._ 
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Zeneca 

suffers 

hangover 

(^P^fBREPORT 

By Peter John, Martin Brica 
and Jo* KBiazo 

It was the day after the Lord 
Mayor's show for Zeneca as 
the stock came off the boil 
following its two-day, merg- 
er-inspired run. 

There were the usual wor- 
ries frying around - that the 
deal with Astra might not go 
through; that the deal might 
in fact go through very eas- 
ily and prevent a premium 
counter-bidder emerging; 
that the cost cuts might be 
hard to achieve; that the fun- 
damental outlook was weak. 

Several analysts have been 
busily crunching the num- 
bers and coming up with 
various share price forecasts 
depending on whether 
Zeneca gets into bed with 
Astra or not and seeing how 
the ratings might look after 
the consummation. 

Dr Sally Bennett at Suth- 
erlands said that, on a con- 
servative p/e of 22 (Astra's 
rating), the shares looked 
fairly valued at yesterday’s 
level. But, once the cost 
savings start to kick in, and 
if Zeneca manages to main- 
tain its rating of 30 times 
earnings, the shares are 
worth £30.45 next year and 
£35 in 2000. 

However, profit-taking 
overran the stock and the 


shares ended 121 off at 
£25.90. 

A warning fr o m W illiams 
that its profits would be 
“around the lower end of 
current expectations” saw 
the shares foil as analysts 
edged forecasts down. 

The stock was off 12 at 
351p, one of the worst FTSE 
100 performances. A consen- 
sus of forecasts for the year 
to December was £3l8m, and 
analysts were said to be eas- 
ing the numbers down about 
5 per cent- The range had 
been between £305m and 
£32Qm and a figure of about 
£305m-£310m is expected. 

The company said growth 
was affected by turbulence 


in Asia and eastern Europe 
but this had been largely 

counteracted by the “reces- 
sion-resistant characteris- 
tics” of the fire and security 
businesses. 

WJi. Atkins was the best 
FTSE 250 performer on relief 
that talks on its purchase of 
Bovis Construction from 
P&O had collapsed. 

W.S. Atkins stock had 
come under intense selling 
pressure as investors took 
fright at the prospect of a 
rights issue to fund the pur- 
chase, but yesterday it rose 
77Vi or 17 per cent to 532’Ap. 
P&O, which had been expec- 
ted to raise about £350m by 
the sale of the construction 
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company, was dawn 15 at 
697p. 

Racal Electronics was up 
28)4 at 322p after announcing 
results at the top end of 
expectations and a joint ven- 
ture with Thomson-CSF. 
However. there was 
increased pressure on mar- 
gins and the operating result 
was slightly lower than 

before. 

National Grid rose 14V4 to 
505Vzp as Morgan Stanley 
raised its price target to 6G2p 
from 540p, with the price tar- 
get for Energis - to which 
National Grid owns 743 per 
cent - upgraded to £16 from 
£12. Energis gained 84 to 
£13.16. A press report sug- 
gesting Securicor Is strug- 
gling to meet demand for its 
products helped the shares 
harden 10 to 481 p. 

Colt Telecom was in 
demand ahead of a global 
telecoms conference hosted 
by Lehman Brothers. The 
shares jumped S3 or 64 per 
cent to 925p, the best per- 
forming stock in the FTSE 
100 yesterday. 

Bulls of Orange gained the 
upper hand in the stock. The . 
shares appreciated 8 to 615p 
-with Schroders reported to. 
be: fans of the stock and qaid. 


to have reiterated a buy 

yesterday. 

However the shares were 
weak Initially - alter HSBC 
Securities widened its- loss 
forecasts for 1996 and 1999. 
and slashed its .profits fore- 
cast for 2000. For 1998 and 
1999, HSBC is believed to 
have widened its loss esti- 
mates to S186m from £87m 
and to £123m from ’ £lm 
respectively. For 2000. HSBC 
was said to have slashed its 
profits forecast for. the group 
to £5lm from ctsflm 

Orange caution 

A weighty circular from 
Salomon. Smith Barney 
sounded a cautious note on 
mobile operators saying; 
"White the European cellu- 
lar markets continue to set 
growth records and achieved 
a 20.4 per cent penetration 
by the end of September, 
increased regulation’ is 
starting to rear its ugly 
head.” 

There was further keen 
two-way interest in Caradon 
.shares, which slipped 1% 
more to 90%p. The company 
is thought to have reassured 
analysts about the. outlook 
for the foil year and is also 
said to be preparing a series 
of asset sales. 

Misys fell 8 to 388p follow- 
ing the announcem ent that 
it is to leave the FTSE 100 
index from. December 21. 
Sema, which is also to leave 
the Footsie, was up 9V4 at 
529p. Their ejection leaves 
the blue-chip index contain- 
ing no information technol- 


ogy company, although trad- 
ers suggested that because 
the IT se ctor was one of the . 
few in which earnings 
growth was expected, one or 
more of the trigger IT stocks 
was hkety to move back into 
the index, possibly early 
nwrt year. . 

Stagecoach v produced 
resnlts at the top end of 
expectations, which 
prompted analysts to talk of 
edgtog - their, . forecasts 
.upwards, but profit-taking 
saw' .the stock down more 
than 5 per /cent or 12% at 
’ 240$V Traders pointed out 
that the stock had risen by 
about 22p pc Wednesday, 
btiojed by investor hopes 
that ■'the-' acquisitive teans^.. 
part group' might ssmbance 
a deal . 1 The’ shares were at 
171p_test year and touched 
29Sp m recent trading. . 

Eailtrack amtinned to suf- 
fer to the wake of the rail 
regulator’s raTiwntinvgmignt of 
a tougher pricing regime. 
The shares fall 40 to £1417. 

Reuters faB 7 bo 549p.bat 
closed off tower levels with 
help from support in the US 
following an unusually bull- 
ish presentation to Paine- ' 
Webber by Peter Job,, the' 

' chief executive. Mr Jobsaid 
analysts bad substantially 

ngw wtfhi u H iil t he * 

vulnerability ..to vohatoes' 
traded in' ' markets. 

and fire rrtwialiibtff n: n ffa - 
banking industry!*.- :.-'. -.-st*- 

United NeW* Media Tost 
22% to 528p on nervousness 
ahead of a trading *faitHngnt 
from file group today. 

ICI rose 24% to 581p on 
hopes fiiat the US Federal 
Trade Commission would, 
rule soon on. Id's sale of 
Tioxide to DuPont. Opti- 
mism was fitted by a trade 
press report that a ruling: 
was expected this month 

The deal was originally 
expected to be completed by 
the end of tods year's second 
quarter. The price tag is 
$750m and Tioxide' is just 
one of the divisions up for 
sale as ICI struggles to 
reduce its debt burden. 
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Rockwell Automation is helping 
Nestle scoop the market in ice cream with 
perfect flavour and consistency. 
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Ericsson sets alarm bells ringing on 



n 


EMERGING MARKET FOCUS 




WORLD OVERVIEW 


Warning bells from Ericsson 
on profits for the final quar- 
ter of this year and the 
whole of 1999 provided the 
dramatic hi g hli g ht on a dull 
day for most equity markets. 
writes Michael Morgan. 

A wholesale switch back 
into equities handed Seoul 
the starring role among 
Asian markets as the won 
strengthened in spite of fur- 
ther weakening in money 
market and bond yields. 


And in the Americas, Car- 
acas slumped 12 per cent in 
late morning trade as the 
market ran into profit-taking 
after the euphoric 46 per 
cent surge over the previous 
two sessions. 

The pullback came as ana* 
lysts cautioned overenthu- 
siastic investors that 
although president >elect 
Hugo Ch&vez had empha- 
sised market friendly mea- 
sures such as cutting public 
spending and a further 
agreement with the IMF. he 


had yet to clarify any spe- 
cific policies. 

In Europe, Ericsson’s prof- 
its warnings for this year 
and next took many inves- 
tors by surprise. One analyst 
said that September’s profits 
warning from France's 
Alcatel should have sown 
seeds of doubt about the out- 
look for all telecommunica- 
tions equipment manufactur- 
ers. 

The market's Immediate 
response was a 25 per cent 
crash in Ericsson's share 


price although it subse- 
quently recovered some of 
the lost ground to dose 16 
per cent lower on the day. 

Finland's Nokia felt some 
of the backlash, in spite of 
its assurance to analysts last 
week that 1999 prospects 
were strong, as did AlcateL 
There was little to cheer 
the rest of Europe as the dol- 
lar struggled to bold above 
one-month, lows against the 
D-Mark and yen and Wall 
Street extended opening falls 
at midsesslon. 


The oil sector had another 
gloomy day as depressed oil 
prices hit new lows and 
threatened to sink further. 

The breakdown of merger 
talks betwen dba and Clar- 
iant the two Swiss speciality 
chemicals groups, 
announced after the market 
closed on Wednesday did, 
however, provide a crumb of 
comfort for their rivals. In 
Germany, BASF and 
Degussa both closed higher 
in a weakening market 
Analysts believe that 





while it is going to be harder 
to make money on Wall 
Street next year as corporate 
profi ts disa ppoint, there will 
still be rich pickings in 
Europe and Asia. 

A quarterly poll of ana- 
lysts by Reuters found that 
possible economic disrup- 
tions from the 2000 computer 
bug posed the biggest ques- 
tion mark over how markets 
would behave next year, but 
there Was much less concern 
over tiie launch of European 
monetary union. 


Dow sell-off 
triggered by 
commodities 


Stockholm 


EUROPE 


AMERICAS 

Wall Street turned broadly 
bearish in early trading as 
earnings concerns and foil- 
ing commodity prices trig- 
gered a fresh wave of selling. 
The Dow Jones Industrial 
Average was more than 100 
points lower by midday. 
writes John La bate in New 
York. 

Worries continued that 
overseas weakness would hit 
profits to a greater extent 
than expected, with a raft of 
blue-chip companies ingoing 
earnings warnings in the 
last week. Falling oil and 
commodity prices yesterday 
sent Investors out of major 
shares and into Treasuries. 

“Investors have become 
more cautious and there's a 
signal being sent to us that 
the global financial crisis is 
not finished, " said Hugh 
Johnson, chief Investment 
officer at First Albany. 

By early afternoon, the 
Dow was down 101.18 or LI 
per cent at 8,90401, while the 
broader Standard A Poor’s 
500 had lost 11.26 to 1,17243. 

Blue-chip shares bore the 
brunt of yesterday's selling. 
Among Dow cyclicals, Min- 
nesota Manufacturing & Min- 
ing sank $2*4 to 675. Merck, 
the pharmaceutical pro- 
ducer, foil $3tt to 6148% the 
day after it lowered analysts' 
estimates of its 1999 earn- 
ings. 

But Procter & Gamble 
gained ground, up $1A to 
S85A a day after its own 
warning as Goldman Sachs 
upgraded the stock to “mar- 
ket outperform”. Philip Mor- 
ris plunged $$£- to 652% after 
Nicaragua launched a law- 


suit against major tobacco 
companies and speculation 
mounted that Brazil would 
file its own suit. 

US Treasuries soared as 
equities sold off, with the 30- 
year benchmark bond up § 
to I04g, sending the yield 
lower to 4440 per cent 

High-techs were also 
lower, sending the Nasdaq 
composite index off 13.13 or 
0.64 per cent to 2.037.29. 
Some shares bucked the 
downward trend, including 
major networking shares. 
Cisco Systems climbed $2£ 
to $S3£ while 3Com gained 
61% to 645% after analysts at 
Morgan Stanley Dean Witter 
raised the price target for 
both stocks. 

The third largest US initial 
public offering was launched 
as Infinity Broadcasting 
floated. By early afternoon 
Infinity's shares were at 
$23 H. more than 15 per cent 
above the offer price. 

TORONTO tracked Wall 
Street lower in early trading, 
hit by weak energy prices 
and a dull opening session 
for the banks. At noon, the 
300 composite index was off 
38.40 at 6^6740. 

A bad day for oil prices 
sent Imperial Oil down 85 
cents at C$2545 and pushed 
Renaissance Energy off 40 
cents at C$17.70. In metals, 
Inco shed 60 cents at C$1645. 

Royal Bank at Canada soft- 
ened 5 cents to C$7445 and 
Bank of Nova Scotia dipped 
20 cents to C$3340. Drinks 
and entertainments giant 
Seagram met heavy selling, 
sliding C$2.65 to C$53.60. 

Golds provided most of the 
upside with Barrick adding 
75 cents at C$2945. 


The profits warning by 
Ericsson, the telecommuni- 
cations company, helped 
send STOCKHOLM sharply 
lower. 

Ericsson shares were down 
224 per cent at one stage 
before rallying to close at 
SKrl99. a loss of SKr3840 or 
16.2 per cent The general 
index finished 15447 or 4.7 
per cent lower at 3,150.12. 

Ericsson said its fourth- 
quarter profits would be 15 
to 20 per cent below expecta- 
tions due to a drop in global 
demand. It added that its 
announcement of its foil- 
year results on January 28 
would include plans to cut 
as many as 10400 jobs. 

The profits warning ended 
a two-month surge In the 
Ericsson share price that 
began after the company 

The FTSE Eurotop 300 index fefl 
9.03 or 0.08 per cent to 
1,114.17. See Euro Prices page. 


Ericsson : ~ 

Sham price (SKi) 



on warning 


Mexico City looks for 
direction from Wall St 


MEXICO CITY traded 
narrowly in low morning 
volumes with investors said 
to be assessing their posi- 
tions after Wednesday's 25- 
point gain for the 1BC index. 
The early setback on Wall 
Street kept a tight rein on 
sentiment. 

"We’re doing nothing at 
the moment. All eyes are on 
Wall Street and Caracas," 
said one broker. At midses- 
sion. the benchmark was off 
1642 at 3,78840. 


SAO PAULO rallied mod- 
estly with the Bovespa index 
up 48.00 at 7,621 at midses- 
sion. However, traders said 
volumes were nominal and 
that sentiment remained 
very fragile. 

The benchmark has fallen 
12 per cent this month in the 
wake of parliamentary 
defeats for the government. 

SANTIAGO also clawed 
higher, adding 042 to 7445 
on the IPSA Index at mid- 
session. 


announced a long-awaited 
restructuring programme. 
Wednesday's closing price of 
SKr237.5Q was almost double 
the October 8 level of 
SKrl22. 

Mats Nystrom, a telecom- 
munications analyst at 
Enskilda Securities in Stock- 
holm, expressed surprise 
that the company had not 
given clearer signals about 
its weak performance in the 
fourth quarter. 

HELSINKI felt the effects 
of Ericsson's revelation, 
which depressed the share 
price of market leader 
Nokia. 

The Hex index ended 8128 
or 1.6 per cent down at 
5.047.15. Nokia, which 
accounted for about 80 per 
cent of the total trade of 
FM2.11bn, fell FM1640 or 34 
per cen t to F M535. 

FRANKFURT ended 2647 
lower at 4,65040 on the 
Xetra Dax index to extend 
its decline to 162 points in 
five days. 

Dresdner Bank gained 
DM2.10 to DM70.50 on upbeat 
dividend news, but the broad 
trend was visibly down- 
wards with sellers still 


firmly in command. Cycli- 
cals soaked up most of the 
day’s selling. 

Linde shed DM26.40 at 
DM85340 and Viag came off 
DM224 at DM923. Man man- 
aeed to contain its losses to 
10 pfg at DM478.75 thanks to 
a forecast rise in earnings 
this year. Computer leader 
SAP lost DM25 at DM755. 

Deutsche Telecom came 
under press u re from compe- 
tition concerns, losing 90pfg 
at DM48.90 after telecoms 
rival Mobilcom forecast 
strong fourth-quarter trad- 
ing. 

PARIS traded higher for 
most of the session, but 
swung Into the red as 
Alcatel met with heavy sell- 
ing. The shares fell steeply 
in heavy turnover of 
FFrl.4bn in the wake of the 
profits warning from Swed- 
ish telecoms equipment 
leader, Ericsson They ended 
off FFr52 or 74 per cent at 
FFr665 after a session low of 
FFr660. 

Speculation that the 
planned link between RhOne- 
Poulenc and Germany's 
Hoechst could be widened, to 
include Clariant of Switzer- 
land helped lift Rhone 
FFT7.10 to FFr287. The CAC 
40 index closed off 25.64 at 
3,74647. 

AMSTERDAM ended little 
changed after early gains at 
Philips were pared. The AEX 
index dosed at 149245, up 
0 . 66 . 

Philips continued to push 
higher in early trading, ris- 
ing to FI 13340 as the Poly- 
Gram disposal was com- 


IT demand lifts all share 


SOUTH AFRICA 


Johannesburg made modest 
upward progress for the sec- 
ond day running to leave the 
all share index 15.4 ahead at 
5451.4. 

Financials rose 0.8 per 
cent to 74656 and industri- 


als, boosted by solid demand 
for IT shares, added 1 per 
cent to 54664. 

Dimension Data jumped 
94 per cent to R2240 in 
heavy trading volume. 

Golds rallied, with the sec- 
tor index Improving 0.7 per 
cent to 9494. 


Seoul makes best one-day gain 


ASIA PACIFIC 


South Korean equities 
racked up their best ever 
one-day gains in record vol- 
ume. In SEOUL, the bench- 
mark composite index was 
up 41.09 or 74 per cent to 
567.61 for a two-day advance 
of 11.1 per cent 

Brokers said investors 
rushed to buy shares as the 
won strengthened in spite of 
further softening for money 
market and bond yields. The 
overnight call rate came 
down 15 basis points to 6.75 
per cent, prompting heavy 
switching into equities. 

Rising shares outpaced 
falters by more than 10 to 
one and turnover at 
Won&Mbn trampled the pre- 
vious high of Won2.5Sbn. 
Among leading stocks. Sam- 
sung Display went limi t up 
at Won65600 after an upbeat 
trading statement 

Financials were also buoy- 
ant, notably those compa- 
nies gaining from the upturn 
in stock market trading vol- 
umes. The securities com- 
pany index jumped 144 per 
cent. 

TOKYO paused for breath 
after a string of gains and 
the Nikkei average closed 
down For the first time In 
four days, writes Michiyo 
Nakamato. 

The benchmark reached a 
high of 15407.01 before clos- 
ing at 1440740, down 124.10 


South Korea 

Kens CampoeBa 


G00 



and just above the low for 
the day of 14407.40. 

Trading activity was slug- 
gish ahead of the special 
quotation settlement of 
December futures today. 
Next week's announcement 
of the quarterly tankon busi- 
ness sentiment survey from 
the Bank of Japan also 
encouraged caution. 

Volume was light at 360m 
shares, compared with 368m 
on Wednesday. Gaining 
shares outpaced losing 
Issues by 616 to 508 while 163 
issues were unchanged. 

The broad-based Topix 
index edged 0.96 lower to 
1,139,78, while the Nikkei 300 
eased 048 to 228.03. 

Nippon Credit Bank, 
believed to be one of the 
most troubled in the sector, 
fell Yll to Y163 in heavy 


trading. The Issue, the third 
most actively traded, was bit 
by news that a merger it had 
been discussing with 
another trust bank had 
failed to materialise. 

High-tech issues attracted 
attention after the Nasdaq 
composite Index surged to 
an all-time high overnight in 
New York. 

Toshiba, a company 
favoured for its restructur- 
ing efforts, was the second 
busiest issue, gaining Yl2 to 
Y710. Mitsubishi Electric 
rose Y6 to Y31X 

SINGAPORE made a solid 
advance for a third day on 
heavy trading underpinned 
by positive comments by 
several big US brokers. 

The Straits Times index 
closed 1549 or 14 per cent 
higher at 1.439.88. Volume 
jumped to 531.5m shares, 
compared with 296.15m on 
Wednesday. 

DBS Bank moved Forward 
after it announced it was 
cutting its prime interest 
rate by 50 basis points to 54 
per cent. The stock gained 
SSO.IO or 1.3 per cent to 
S$7.95- . 

MANILA recovered after 
two days of losses in what 
brokers called a technical 
rebound. The composite 
index jumped 5249 or 3 per 
cent to 1.322.23. The 
exchange shed 34 per cent 
in the previous two days. 

Investors reacted posi- 


tively to news that Benpres 
Holdings, the ww pl niriflnil^ , 
had raised its stake in Phil- 
ippine Commercial Interna- 
tional Bank, which rose 3 
pesos or 24 per cent to 131 


JAKARTA was higher, 
helped by a significant foil 
in central bank short-term 
rates, and the composite 
index finished 449 ahead at 
40347. However, continuing 
concern about dvfl unrest' in 
the capital kept the lid on 
the market while renewed 
demand for second-liners 
was attributed to window 
dressing. 

Some banking stocks were 
actively traded on the back 
of the lower interest rates 
and the government’s plans 
to recapitalise banks. 

Among the second-liners, 
glass and ewawiie producer 
Mulia Indus trindo, usually 
fairly dormant, was the most 
active stock of the day, 
jumping Rp75 to Rp375 In 
volume of 274m shares. 

KARACHI climbed 2.1 per 
cent as renewed demand for 
blue chips was spurred by 
news that the Aslan Devel- 
opment Bank would quickly 
rasnitip Igniting wirp tba r ffl ? 
restarted credit to Pakistan. 
Speculation that Hubco's tar- 
iff row with the government 
was close to a settlement 
also served to lift the mood. 

The KSE-lOO index dosed 
1947 higher at 94946. 
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pleted, bringing FI ll4bn In 
cash proceeds to the group. 
But the Ericsson upset rap- 
idly reversed sentiment and 
the shares ended off FI 4.40 
at FI 126.10. . . 

Elsewhere among technol- 
ogy-based stocks, Burn tum- 
bled FI L40 or 6.6 per cent to 
FI 1940 in spite of initiated 
coverage by JP Morgan 
which argued that the soft- 
ware group had potential far 
recovery. 

- Luxury label group Gucci 
moved ahead cm the back of 
solid third-quarter results 
and news of a share buy- 
back. The stock rose FI 10 or 
12 per cart to FI 9340. 

ZURICH traded lower as 
the market digested Wednes- 
day’s announcement of the 
abandoned merger between 
specialty chemicals 'giants 
Cfba and Clariant. 

CIba, still with some 
restructuring to do, was the 


harder hit. faHing to a low of 
SFfl0845 before recovering 
to dose 75 centimes down on 
the day at SFtllS. Clariant 
put on SFr6 to SFI61SL 

Last month,' the pair 
unveiled a plan for a merger 
of equals that would have 
created the world's biggest 
company in the sector. They 
said the -talks had been aban- 
doned after due diligence 
turned up a series at major 
rides that would have under- 
mined the deal 

Elsewhere, Danzas soared 
SFri47 to SFrS82 after Ger- 
many’s Deutsche Post, the 
government-held postal 
authority, announced it 
planned to acquire the Swiss 
freight group in a SFzi45bn 
deal aimed at gaining a big; 
gar- share of the global logis- 
tics Tnnrfrpt 

Swatch -Group put on 
SFri5 to SFriao in a raZly 
inspired by hopes of good 
Christmas sales. 

The SMI index closed with 
a loss of 115J. to 6.69SJL . . 

MADRID followed other 
European bourses lower 
despite a strong showing, by 
electricity companies. The 
general Index lost 945 or i-i 
per emit to end at 830 J.6. 

Electricals were led higher 
by Cantabrlco, up Ptal20 or 
1.7 per cent to Pta7480 an 
news ft had signed a power- 
trading deal with Eastern 
Group of the UK- 

Written and edited by Jeffrey 
Brown, ifichael tat tad Gre- 
gan and Peter Had 


Chavez 


Once again Venezuela s. 

stock exchange surprised the 
world with its tropical tem- 
perament. Instead of a 
widely expected plunge fol- 
lowing the election of popu- 
list Hugo Chavez in last Sun- 
day’s presidential, elections, 

the Caracas stock exchange 
(BVCj surged 4L6 per cent in 
two days. ■ 

Tuesday’s 224 per cent 
jump was the largest single- . 
day increase since Febmary 
1994 and Wednesday saw a 
six-month high, according to 
the BVC. Yesterday, the 
market surged five per cent . 
in early trading to 5496, only 
to plummet more than 12 per 
cent by noon as investors 
took profits. 

“There to be a correc- 
tion. The past days were 
senseless euphoria,” says 
Miguel Octavio, chief analyst 
with brokerage. 

Underlying the dramatic 
upsurge, analysts say, was 
the conciliatory tone of Mr 
Chavez towards his political 
adversaries following one of 
- the most bitter elections in 
: the country’s history. 1 

Mr Ch&vez also Indi c a te d 
he could abandon some of 
his radical interventionist 
proposals for more orthodox 
policies. ■ Reassuring inves- 
tors, he said his government 
would honour foreign debt 
obligations, respect private 
.property, adhere to fiscal dis- 
cipline, crack down on 
tax evasion. 

Political uncertainty and 
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paring, interest rates are 
^taplnninff tO fo.lL Hlfi yield . 
on the central bank’s mane- 
tary stabilisation bonds this J 
week fell five percentage! 
points. The 61-day TEMs fell 
to 334 per cent. 

pressure on the currency 
has also lifted. The bolivar 
appreciated to a four-month 
high of 565 bolivars to the 
dollar, compared to 575.75 
bolivars before polling. 

Yet most analysts agree 
the future of the rally 
depends on stronger commit- 
ments by Mr Ch&vez towards 
market policies. “So far the 
rally is based only on words. 
We need to see more con- 
crete measures,” says Jose 
Felix Luz6n, head of West- 
folia brokerage in Caracas. 

Mr Ch&vez has announced 
fnrKai twika with the Interna- 
tional Monetary Fund in 
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raincai uncertainty anu. coming days. The outcome, 
repeated speculative attacks will provide a key indication y 
on the bolivar had caused of the government's real ori- jA'- 
the market to foil 70 per cent entation, said Mr Luabo. 

The government-elect, ' 
which takes office on Febru-\ 
ary 4, will face immense eco- 
nomic difficulties. Including 
a budget deficit estimated at 
between 7 and 9 per cent, 
negative economic growth 
and the lowest oil prices in 
more than 10 years. 

Standard & Poor's has 
maintained its negative view 
on Venezuela’s B-plus 
long-term foreign currency 
sovereign credit rating. 


in dollar terms for the year 
to December 4. 

Yet Mr Ch&vez insisted he 
hurt not changed his stance 
and said the rally was due to 
the perception that the tran- 
sition of government and the 
reform of the country's eco- 
nomic and political regime 
were “democratic and peace- 
fill'’. He and his supporters 
had shown they were not the 
“savages” they were made 
out to be, Mr Ch&vez said. 

With the immediate threat 
of political instability dissi- 
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Consummate (ko; 
tquinte essence - med.L 
‘fifth essence' of an 
the substance of which 
composed. 2. The 
a highly refined 
alcoholic tincture ob 
or most perfect form 
most perfect em 
of persons, etc. 1 
highest perfection or . 
liable to sin; (of thiij^ _ 
surpassing, so imprei 
Quintessence n. Ttf 
form or manifestatiq 
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ME. [- Fr. quintessence, 
fifth essence.] 1. The 
phy, supposed to be 
heavenly bodies were 
of any substance; 
older chemistry, an 
[at 1576. b. The purest 
quality 1570. c The 
ies of a certain class 
Consummate;, of the 

t e. Impeccable; not 
1 Sublime; exalted 
pire awe or wonder, 
irest or most perfect 
). Quintessential a. 
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to centre stage 
in just 10 years 

With a strong economy ; and political stability, the 
country’s only clouti^^^^^Hizon fane potential 
difficulties when the s#id questions 

about its war-time recc^’ lsavs WSBain Hall 


As Austria's chancellor, 
Viktor Klima, hosts the 
European Union summit 
which begins today, in 
Vi en n a , be could be forgiven 
for feeling a touch of pride 
as Austria resumes its rate 
at the centre of Europe's 
political stage. 

Ten years ago Austria was 
not a member of the EU.but 
a frontier outpost facing the 
eastern bloc. Today,- It Is 
firmly embedded hi *>»» EU 
and Vienna is once again a 
regular port of call for 
Europe's politicians. 

Influence in European 
affairs is aiyitjipr wMHw Mr 
KTimn is not in the same 
league as Prince Mettemich, 
Austria’s most famous chan- 
cellor. And the history books 
will not devote anywhere 
near as much space to this 
week's European summit as 
they did to Mettemich’s Con- 
gress of Vienna in. 1814-15. 
Then, Austria, Russia, Prus- 
sia, Great Britain et al pro- 
duced the most comprehen- 
sive treaty Europe had ever 
seen. Nevertheless, Austria 
has acquitted itself reason- 
ably wall during its first six- 
month speD in charge of the 
EU agenda. 

Mr Klim a, a former oil 
company executive and Aus- 
trian finance minister, can 
also feel rather proud of the 
Austrian economy, which Is 
once. again growing, faster 
than the EU average. While 


the roc&hctibhi pwfonuahco 
of the Austrian stock market 
over the lost decade might 


ripe for a change of govern- 
ment, the real Austrian 
economy is teBing a very dif- 
ferent story. 

Inflation is at its lowest 
level In more than a decade, 
exports are booming and 
Austria is one country 
which has little to fear from 
the arrival of the euro. Its 
currency has been pegged to 
the D-Mark for nearly 20 
years, so it knows what life 
is like inside a monetary 
itttmtti Unlike Italy or Spain. 
Austria has not been -able to 
devalue its way out of eco- 
nomic problems when its 
wage rates got out of One 
with those of its competitors. 

Fears that Austria wQl be 
one of the main casualties of 
any fell-out from Russia's 
financial turmoil have also 
been over-stated. As often Is 
the case with Austria, there 
is a yawning gap between 
image and reality. Moscow, 
unlike Budapest or Prague, 
is not next door to Vferma. ft 
is 2,000kms away, and while 
same of Austria’s banks axe 
more exposed than they, 
should be to Russia's eco- 
nomic turmoil, most Aus- 
trian companies have! 
escaped unhurt Less than 2 
per cent aj T Austria’s exports 
go to Russia and most 
t rading parting' ir^kfow 
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mix h more closely Jinked to 
the prosperity of western 
Europethan eastern Europe. 

The health of Austria’s 
economy is mirrored In the 
a pproval ratings of the Aus- 
trian government, one of the 
longest running socialist-led 
coalitions in Europe. There 
is no sign of the same pres- 
sure for political change as 
there was in the UK in 1997 
and Germany earlier this 
year. Mr KHma’s popularity 
has been increasing, while 
that of his most dangerous 
opponent, Jfirg Balder, 
leader of the far-right Free- 
dom party, has been waning. 
Opinion polls regularly give 
MrKlima's Social Democrats 
a 40 - per cent share of the 
vote, weft ahead of the con- 
servative People’s party, led 
by Wolfgang Schtesel, Aus- 
tria’s foreign minister. 

The number of socialist 
party members In "Red” 
Vienna, the party’s heart- 
land, has, however, nearly 
halved over the last IS years, 
although this does not 
appear to be concerning Mr 
Sima’s party managers, 
who are reinventing a "New 
Left” party. In terms of 
socialist politics, Mr Kama’s 
ideas are closer to those of 
Tony Blair, Britain's prime 
minister, than Oskar Lafon- 
taine, . Germany’s new. 
ffnancn minister . 
y.'Mc. is nonetheless 
ear astute enough -politician ■ 












Thomas KtostB, sleeted this year tor a •wood tarn aa pnaidant of Austria, wNcti wM bo hosting asunmftof the European Union today 


to realise that his current 
approval ratings are not east 
in stone. Next year, Austria 
feces Its first European and 
national elections since he 
became chancellor and there 
are already a few clouds on 
the horizon. 

One potential problem he 
appears to have contained so 
far fs the renewed interna- 
tional Interest in Austria’s 
war-time record when the 
country was annexed by 
Germany. Austria is deter 
mined not to make the same 
mistake as Switzerland, its 
neutral neighbour, whose 
international humanitarian 
image has been tarnished by 
its slowness in coming to 
terms with the shadows in 
its second world war past 

However, Austria has an 
even more difficult case to 
answer. Unlike Switzerland, 
it welcomed the Nazis and 
more than' 65,000' Austrian 


Jews perished as a result. At 
the beginning of the second 
world war there were 180,000 
Jews living in Vienna. 
Within months of the 
“ Anschluss” most had been 
driven into exile and their 
property expropriated. Ade- 
quate compensation for .Jew- 
ish prope r t y could cost bil- 
lions of dollars. 

In the past. Austria's 
bureaucracy has run a dose 
second to the Swiss banks 
when it comes to an unhelp- 
ful and insensitive treatment 
of Jews seeking the return of 
their property. The Aus- 
trians, though, have become 
much more co-operative. 
Nearly 1,000 looted works of 
art have been discovered in 
federal museums and the 
government Jw» set up a his- 
torical commission to look 
into the whole range of loot- 
ing, theft and expropriation 
thar took 'place after Ger- 


many annexed Austria In 
March 1938. 

A second problem on the 
frnrfonn is EU enlargement. 
Austria controls more than a 
third of the ECs external 
borders with countries seek- 
ing EU membership. No 
other country will stand to 
benefit so greatly from the 
opportunities of enlarge- 
ment On the other hand, no 
other country will be 
affected to the same extent 
by the potential problems 
arising during the transi- 
tional phase. 

If enlargement is success- 
ful, then Vienna could 
become the hub of the most 
dynamic region In Europe. 
Austria has already derived 
considerable benefits from 
the opening up of the east 
An estimated 100,000 new 
jobs have bear Greeted and 
Austria’s^ exports to eastern 
Europe have tretfed over the 


decade. Nevertheless, Aus- 
trians are worried by the 
prospect of an Influx of 
cheap labour. 

Mr Klima stresses that he 
has no interest in delaying 
enlargement. But he also 
does not want to be tied 
down to dates and wants a 
long transition period for the 
free movement of workers 
after enlargement. Tt cannot 
be in Austria’s interests to 
have its labour market 
destroyed through daily or 
weekly commuters,” he says 
in an interview (Bee page 2). 
It Is also not in the interests 
of the applicant countries. 
“They do not want to drag 
the rest of Europe down to 
their social and economic 
level but want to rise up to 
the Emopean level step by 
step,” says Mr Klima. 

Mr TObrna is confident that 
he can win Austrians round 
to enlargement in the «»ne 


Montage: Gary Cunumta 

way that he has demolished 
opposition to the euro. A 
year ago, only 25 per cent of 
the population supported the 
euro. Today, two-thirds of 
the population support the 
single currency and recent 
opinion polls suggest that 
opposition to EU enlarge- 
ment is slipping. 

But Austria could well 
bee more of a challenge win- 
ning round Austria’s old 
allies in the region. Roma- 
nian president Emil Con- 
stantinescu. in a recent Aus- 
trian newspaper interview, 
said that he was disap- 
pointed with the Austrian 
EU presidency. “Austria is a 
country which knows us 
best. But today. Vienna’s 
face is only pointed to the 
West” be said. 

It is a view that will strike 
a chord with many of Aus- 
tria’s old allies in central 
Europe. 
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ALMATY loves you . BUDAPEST hires you. BUCURESTI loves you. 
DNIPROPETROVSK loves you. KRAKOW foiw you. KOSICE love a you. 

KYIV loves you. LJUBLJANA loves you. MOSK.WA loves yon. 
MINSK loves you. ODESA loves you. PRAHA loves you. 
RIGA hues you. SARAJEVO loves you. ST. PETERSBURG lores you. ...* 






Sofia also loves you. And so 
do Beograd, Skopje, Kharkiv, 
Tallinn, Tbilisi, Timisoara, 
TiranE/ Vibirus,-Warszav/3, 
Wroclaw and Zagreb. And 
our new destinations Anapa 


and Astana will love you, too. 
After all, distance does make 
the heart grow fonder just 
like out route network to the 
East currently serving 29 
destinations in 21 countries. 

Austrian Airlines > 

The Most Friendly Airline. 


So now you have the oppor- 
tunity to fall in love all over again. 


Visit our most friendly uvbsitr. 
http://www.aua.coni 
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THE ECONOMY by William Hall 


POLITICS by Eric Frey 


Exporters bring 
back the sparkle 


The impact of Russian and Asian woes has been limited 


The Austrian economy has 
finally started to sparkle. 
After several years or below, 
average growth, gross 
domestic product increased 
by 4.2 per cent In the first 
half of 199* and for the full 
year will probably grow by 
more than 3 per cent, its best 
performance In six years. 

Josef Chrtstl, Creditan- 
stalt’s chief economist, says 
part of the reason why Aus- 
tria appears to be growing 
considerably faster than its 
European partners is that 
the first quarter of 1997 was 
very slow. In addition, the 
tourism and construction 
industries have turned in a 
bet ter-than -expected perfor- 
mance. 

However, the real reason 
why the economy has 
started to hum has been 
exports, which rose 10 per 
cent to Sch337bn in the first 
six months of 1998. Exports 
to Germany, which account 
for around 40 per cent of the 
total increased 113 per cent 
and those to Italy, which 
accounts for another 10 per 
cent were also up sharply. 

Almost two-thirds of Aus- 
tria's exports now go to fel- 
low members of the Euro- 
pean Union and. while it has 
trebled its exports to eastern 
Europe since the collapse of 
the Iron Curtain, the region 
still accounts for less than 18 
per cent of Austria's export 
trade. 

Although Austria is often 
singled out as an obvious 
casualty of Russia's financial 
crisis, the Tacts do not sup- 
port this argument In the 
first half of 1998 exports to 
Russia accounted for Just 1.2 
per cent of Austria's total. 

Meanwhile, the impact of 
the Asian financial crisis on 
Austrian exporters has also 
been more limited than often 
supposed. Admittedly, 
exports to countries such as 
Japan. South Korea, and 
Indonesia have slumped. 

But in the first six months 
of the year Asia only 
accounted for 5 per cent of 



Austria's exports, and the 
slowdown in the Far East 
has been more than offset by 
exports to North America, 
which rose 17 per cent in the 
first half of the year. 

“Our exports are heavily 
influenced by European 
Union consumption and 
investment patterns," says 
Mr Christl, who also notes 
that some of Austria's tradi- 
tional competitors, such as 
Italy and Spain, can no lon- 
ger devalue their currencies 
to strengthen their competi- 
tive position. 

The OECD recently 
trimmed its forecast for Aus- 
tria’s 1999 GDP growth from 
23 per cent to 2A per cent, 
but predicts an acceleration 
Co 2.6 per cent in 3000. The 
main reason is the slowdown 
in Austria’s export growth 
and also the rate of business 
investment which wifi more 


than offset the pick-up In 
consumer demand. 

Although Austria's direct 
trade exposure to Russia is 
limited, it will be more 
affected if Russia’s financial 
problems have a knock-on 
effect on Austria's main 
trading partners in neigh- 
bouring eastern Europe. 

Austria’s Raiffeisen Zen- 
tralbank, one of the leading 
operators in the region, 
recently cut its 1999 forecast 
growth rates for Poland from 
62 per cent to 4R per cent 
and for Hungary from 5.3 per 
cent to 32 per cent 

But with the exception of 
the Czech Republic, all of 
Austria’s big central Euro- 
pean trading partners are 
expected to grow fester than 
Austria itself in 1999. 

Helmut Kramer, director 
of the Austrian Institute of 
Economic Research, says 


A challenge from the far right would only be, credible if ft rnodfey^W^ sterfee -,j v 



Opel has made a heavy investment hi Its Vienna -Aspem factory where ha new 3-cyinder ECOTEC 
engine 2s being produced PichmAP 


that most eastern European 
countries have re-orientated 
their exports away from Rus- 
sia- He also believes the for- 
eign trade effects for Austria 
of Russia's problems will be 
swan He is rrunfidant that 
Poland and Hungary will 
“continue on the right 
course". 

But, although Austria’s 
trade exposure to Russia is 
limited, events in Russia 
have an important impact an 
foreign investor sentiment 
towards Austria. 

Germany is two and a half 
times more important as a 
customer for Austrian 
exports than all of eastern 
Europe, and Austria exports 
nearly twice as much to Bel- 
gium as it does to Russia. 

But it will need several 
more quartets of robust Aus- 
trian export growth to get 
file message across. 


The so-called grand coalition 
between the Social- Demo- 
cratic and the People's par- 
ties has been declared dead 
on several occasions, hut; 
now even series admit that 
the partnership that has gov- 
erned Austria since 1986. is 
likely to carry on for years 
to come. - 

It is not. only because , a 
majority of voters tell poll- 
sters that they want the two 
biggest parties to stay 
together, but also that, the 
only alternative partner, the 
far-right Freedom party, has 
recently become even mare 
isolated. 

Freedom party leader JSrg 
Haider has had a terrible 
year. One of members- of 
parHflmgp t escaped to Brazil 
after r unning up ScfaSOQm in 
bad debts, the party chapter 
in the province of Lower 
Austria went nearly bank- 
rupt and several respected 
figures left the party because 
Mr Haider could not tolerate 
any dissenting- voices. 

This baa pushed the Free- 
dom party, until recently the 
most successful far-right 
movement in Europe, down 
from a peak of 27 per cent to 
around 21 per cent in the 
polls. Even more damaging, 
it icfflod off any enthusi- 
asm in the People’s party, 
which shares same ideologi- 
cal positions with the Free- 
dom party, to form a coali- 
tion of the right. 

Mr Haider's strict opposi- 
tion to European integra- 
tion, including EU member- 
ship, Emu and EU 
enlargement, as well as his 
anti -immig ration rhetoric, 

has also madp him unaccept- 
able to even those parts of 
the political establishment 
that like his Iconoclastic 
pttarfni a gains t the old ways 
of Austrian politics. 

Even if the Freedom p a r ty 
recovers at the polls, its 
chances . of joining the 
national government are 

rHtti. 

The main beneficiary of 
Mr Haider’s troubles is 
Chancellor Viktor Klima, 
whose Social Democratic 
party is stable in the palls 
with about 40 per cent of the 
votes, two percentage points 
above its 1995 showing. . 

Mr KMma can rightly say 



time This wiB not suffice to 
rival Mr Klima's popularity, 
but wfil help keep the party 
its present 28 per cent share 
of votes- . 

Mr Haider's best chance of 
a political comeback fies in 
Caririthia, the southern 
province that is his home 
base. He was ousted there as 
governor in 1991 after prais- 
ing the -orderly employment 


Wolfgang ScbOssal, the Freedom party's chafrroan 


that he contributed to Mr 
Haider’s decline. Rather 
than attacking the charis- 
matic rabble-rouser at every 
turn, as his predecessor 
Franz Vranitzky did, he 
chose to Ignore him and 
match his populist streak 
with his own appeal to the 
common people. 

This has often made the 
chancellor vulnerable to 
attacks from some intellectu- 
als. but has given him a 
wide popular appeal and 
helped to keep. Mr Haider at 
bay. The Social Democrats 
also try to steal some of Mr 
Haider’s ideas. 

Karl SchlOgL the Ulterior 
minister who Is seen as a 
rising star in the party, is 
pushing for a stricter asylum 
law and wider police power 
to tap Into mwffrignHfll data 
bases and use electronic lis- 
tening devices. 

Even the People's party 
feels quite content these, 
days. It is safely in second 
place and without a chance 
of becoming the strongest 
force, but a year ago was 
stuck behind the Freedom 
party in third place. 


with the Social Democrats. 

The vote for. ftw EU pdrilfr 
ment is _ where . M* 

Schflssel can play out . his 
strength as a European 
leader, would seem like a 
perfect time. None of the 
turtles wants to he. the' first 
to break up the coalition, but , 
.tensions in the 12-year-old - 
part nership are growing, i - 

The is over the tax 

reform bill that ! has been 
promised for 2000 and must . 
therefore be passed by par- 
liament next spring. 

While finance minister, 
Rudolf Edlinger,. a Social ' 
Democrat, wants to limit the 
net tax cuts to SchlObn to 
keep the budget deficit 
within the strict limits set 
by the stability and growth 
pact for monetary union, the 
People’s party is calling for 
steeper cots. 

But it does not go as fer as 
the Freedom party, which 
wants to replace the progres- 
sive income tax system with 
a 23 per cent flat tax. 

The other two opposition 
parties, the left-leaning 
Greens and the centrist Lib- 
erals, axe likely to remain 
outride power. They are both 
hovering around 5 per cent 
in opinion polls and hope to 
make the 4 . per cent thresh- 
old again next year. 

The Greens have picked a 


policies of Nazi Germany, respected economist, Alexan- 
un d he is now hoping to der van.der Bellen, as their 


regain the -. post when 
regional elections are held 
there and in two .other prov- 
inces next Mar ch; •" 
According to opinion polls 
the Freedom party is run- 
ning neck-and-neck with, the 
Social Democrats there. But 
even if it gains the majority 
Mr Haider is unlikely, to find 
a coalition partner that will 
make him governor. .- 
Still, an. electoral victory 
in Carinthla would boost his 
chances', in. - subsequent 


new leader, but he has little 
popular appeal- The Liberal 
leader.- Heide Schmidt, Is 
prominent but . she only 
draws votes from young pro- 
fessionals in the bigger 
cities. 

ft rhang p in g o vernment is 
only conceivable if Mr 
Haider leaves the political 
stage and the Freedom party 
adopts a more moderate 
stance. For that reason Mr 
Haider feces growing unrest 
in his party, hut be has so 


national elections, which fer ousted anyone who dared 
have to be held before the to challenge his authority. 


end of 1999.. 

- To prevent such a sce- 
nario, the Social Democrats 


The last was Thomas Prior 
zhom, a successful entrepre- 
neur who has for years 


Its chairman, Wolfgang the parliamentary vote to 
SchflsseZ, is getting plenty of March. The People's party. 


would like to move forward served the party as chief eco- 
the parliamentary vote to nomic spokesman. 


publicity because, as foreign 
minister, he also heads' the 


however, is aiming for a date 
in early s umm er or autumn 


rotating EU presidency that because it wants more time 
Austria holds for the first to close the popularity gap 


Even though Mr Haider 
keeps the Freedom party 
from gwinmg real power, he 
is the key to its success at 
the polls. . . 
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A NEW QUALITY IN BANKING 


Experts in Austria 

and Central Europe. 


I With total assets of ATS 769 bn (approx. USD 65 bn) and 365 br^Ghe§ .A ® 
in Austria as well as an important group of financial companies, Erste^fc^ 
Bank is a leading domestic banking group - in retail as well as 
sale bankirqj. It also acts as the central bank for the Austria! savkigs^S ^ 
banks, Austria’s largest banking network. - • - • 

I In addition to its domestic network, Erste Bank Group has OffHaes qr/5;" 
affiliates In more than 70 cities in Europe, Asia-Pacific and 
with a marked presence in Central and Eastern Europe 
Erste Bank oonsiders its extended home market. 

1 Erste Bank Investment Banking is active and experienced in . Au^triai^ LG^ 
CEE and the EU. It is the number one bank in Austria for shares, bonds. - 
futures and options, accounting for one third of the Austrian turnoverJn .v/. -; 
securities. Erste Bank is also a leading force in corporate bank&rg, 
finance, acquisition finance and project finance, as well as M & A»j 

I An award winning research house in Austria and CEE, Erste Bank deals;^ ^.; 
in alt the shares officially listed on the Vienna Stock Exchange: 
approx. 100 companies in CEE. its irutepth and up-tenfate knowtedge^g^; 
the securities rtiarkets and of company developments places Erste $¥-v : 

in the forefront in the region ; 


So if you would like more detailed information on what we can do.fbr jrou * 
in Austria and/or Central Europe please contact V ; . 

Sibylle Wehren; tel: +43 1 53 100 3737 or “j. 

Bertram Mach, tel: +43 1 71 194 9120. .w.- 


httpV/www^rstehanfcot 
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PROFILE 

VIKTOR KLIMA 


Reinvented and 
riding high 


Two years into hfs term as 
chancellor, Viktor Klima is 
riding high. Polls 
consistently give his Soda! 
Democratic party a voting 
share of 40 percent, well 
ahead of the smaller 
coalition partner, the 
conservative People's party, 
and the opposition far-right 
Freedom party. 

Mr Klima, 52, is busily 
reinventing his party, which 
has governed Austria for 28 
years, into a “New Left" 
force, mode&ed somewhat 
on the British Labour party. 

Austria's first try at the 
rotating European Union 
presidency seems to be 
going well after Mr Klima 
managed to achieve some 
progress towards joint 
European employment and 
defence policies at an 
informal summit at the 
lakeside village of 
Pfirtschach, which had been 
widely feared to yield no 
results at afi 

The smooth path to the 
introduction of economic 
and monetary union . 
generates an optimistic 
business outlook In Austria 
and the other Emu countries. 

And tiie electoral success 
of the German Social 
Democrats has made Mr 
Mima’s pragmatic approach 
to most economic issues the 
consensus In an EU 

dominated by centre-left 

governments: “Our 

perspective does not end at 
the single currency and the 
single market, but [Europe’s 
social democrats] see the 
need for father. European 
; integration,' Mr KKma says, 
i At the Pfirtschach summit 
he noted a “silent consensus 
1 for strong economic 
co-operation' between all 
heads of governments. 

Austria was one of the first 
countries to make the fight 

agatost unemployment an 
BJ project and now feels 
vindicated by . the 
acceptance of the need for a 
European employment 
policy. “Critics claim that we 
just want to take good 
money from net payers, 
send it to Brussels and have 
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ft (ftstrfoutecf evenly afi over 
the EU, but that has always 
been a misunderstanding," 

Mr Wima says. 

Hfe vision of a modem 
employment policy consists 
of joint efforts in research 
and development and 
meaningful infrastructure 
Investments. 

Although Austria dings to 
Its policy of noutrafity and 
his party refects Nato 
membership, the chancellor 
strongly supports the recent 
movement towards a joint 
European security policy. 

Austria is active in a 
number of UN-backed 
peacekeeping missions and 
co-operates cfosdy with 
Nato through the Partnership 
for Peace. Once the treaty of 
Amsterdam is in place, the 
country wfll be able to 
participate in any - 
EU-ap proved mission that 
falls under the so-caBed 
Petersburg principles of 
peacekeeping or 
peacemaking. 

When it comes to EU 
enlargement, which has 
become increasingly 
unpopular in Austria,Mr • 
KEma is also pragmatic. 

While supporting the 
admission of the former 
communist countries, he 
tries to steer the debate 
towards the economic and 
political conditions 
necessary for membership. 
"We do not want to delay 

enlargement, but I also do 
not believe in a power play 
over dates,” he says. 

Mr Mima speaks up for 
granting a wkJe range of 
! technical and financial 
j support to the candidate 
i countries to accelerate the 
process. But he also fnstets 
that, , because of Austria’s 
tong b order with four 
prospective new members 
and the enormous wage 
gaps, his country will need 
long transition periods 
before slowing free 
movement of worirars after 
enlargement 

“ft cannot be Austria's 
goalto have hs labour , 
market destroyed through 
daily or weekly commuters," ' 



he says. “Thbisaiso not in 
the Interest of the candidate 
countries. They don’t want 
to drag the rest of Europe 
down to their social and 
economic level but want to 
rise up to the European level 
step by step." - - 

Mr Klima feds- that if hfe' 

government addresses the ■ 
problems that could be 
caused by the enlargement 
process it can overcome 
public fears just as it did in 
the run-up to -Emu. “A year / 
ago, only 25 per cent of the 
people supported the euro," 
he says, “But, today, 66 per 
cent. do.. This is because we 
gave open information and 
took people’s worries - 
seriously." . 

Mr KBma became 
chancellor when hfe 
predecessor Franz Vranitzky 

surprisingly resigned In 
January, 1597, after 10 
years in office. The former 
manager of the ofl and gas 
group OMV was called by 
Mr Vranitzky into the 
government; where he 
served as minister of . 


transport and later as 
minister of finance. 

Going into a year which 

wS! contain three regional 
elections as wed as the vats 
for the European parliament 
and the national pofl, Mr 
KJfma preaches a message 
of economic opportunity and 
entrepreneurship that differs 
from the traditional image of 
the Social Democrats. 

As a former manager, he 
knows that only private 
enterprise can provide the 
kind of jobs needed to keep 
unemployment at its present 
rate below 5 per cent 
"We wfll fight against 
bureaucracy and interest 
groups and make sure that 
people who want to start 
their own company will have 
an easier time,” he says. 

“Thls is a different kind of 
social democracy than It 
was 20 years ago. We never 
stopped developing our 
ideas, which explains why 
we stffl have such a high 
■ rate of approval today." 

Eric Frey 
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The message remains upbeat, despite the. downturn in many 
markets and concern about the impact of the Russian crisis 

If the health of Austria’s 
Industrial sector were mea- 
sured solely by the stock 
market, alarm bdls ought to 
be zinging in the corporate 
headquarters of several of 
the country's blue-chip com- 
panies. 

The shares of VA Tech, 
flagship of Austria's engi- 
neering industry, have more 
than halved in value this 
year and are almost back to 
where they were at the «ma 
of its 1994 stock market flo- 
tation. 

The value of OMV. the 
country’s biggest industrial 
company, has fallen by 
around a third and VA Stahl, 
the leading steel producer, is 
down by a similar amount . 

BOhler-Uddeholm, ' the 
world's biggest producer of 
tool steel, is worth 25 per 
cent less than it was at the 
start of the year and other 
well-managed companies 
such as RHI, a leading^ 
refractories and engineering? 
group, and MayiyMelnhof 
Karton, one of the maid's . 
biggest packaging compa- 
nies, are trading on less than 

10 Hwim estimated 2000 earn- 
ings. 

A combination 1 of concern 
about the impact of the Bus- 
sian crisis on corporate Aus- 
tria and the exposure of sev- 
eral companies to cyclical - 
Industries, such as steel, has 
taken a heavy toll on inves- 
tor sentiment. 

However, listen closely 
and the general message 
coming out of the majority 
of Austria’s leading compa- 
nies remains remarkably . 
upbeat despite the downturn 
in many of the markets in 
which they operate. . .. ; 

Richard Schenz. OMV's 
chief executive, says that, 
despite deteriorating world 

011 and chemicals markets, - 
the company has a strong 
financial base and is starting 
to benefit from its restruct- 
uring. Since 1992 it has cut 
its workforce by more than a 
third and lifted its return on 
average capital employed 
from nil to 8 per cent in 1997. 

Earlier this year it raised 
its target return from 10 to 
13 per cent and, despite 
recent difficult markets, 
plans to reach. , its goal' 
within the next three years. 

VA S tahl has experienced, 
a downturn of “unparalleled 
speed” in the the European 
steel market in recent 
weeks. Nevertheless. ' it 
increased its first half earn- 
ings before interest and tax 
by 56 per cent to SehLdabn 
and expects full-year results 
to beat those of last year. ; 


It has responded quickly 
to'fhe dow n turn and plans' 
Anther cost savings in addi- 
tion to the Sch500m bud- 
geted for the current year. It 
has halved its gearing over 
the past year, and the group 
is intensifying its efforts to 
move up the value*dded 
chain in steel produetkm- 

BQhler-Ud flft b ohn . which 
boosted earnings by 24 per 
cent to SchLlhn ip the first 
nine months at 1996, notes, 
that only 4 per 'cent of its 
sales go to easterafRorope 
and fl per cent to As&l | » 

. The downturn- in ’•Jhese 
markets is being mote v fhan 
offset by strung demand far 
special steels in the Euro- 
pean Union and North Amer- 
ica and its order hackly is 
15 per cent up on a year ago. 

Howevsr, the clearest sign 
of the health of Austria's 
industrial blue-chips is. the 
increase in corporate activ- 
ity. In September, VA Tech 
paid. Sch2.7bn for- Rolls- 
Royce 'sDK power transmit 
si on and distribution busi- 
ness in a move which will 
make it one of the global 
players in the sector. 

A month later. Wlenerber- 
ger, .Europe’s leading brick 
and tile manufacturer, made 
its first move into the UK 
market, paying Schuftm for 
a 29.8 per cent stake in 
Ibstockj pae of the top two 
British facing brick manu- 
facturers. 

'VA StahL which earlier 
this year bought Metsec, a 
UK firm producing 80.000 

tonnes of structural steel a 
year, has joined forces with 
Hoogoveas, the Dutch steel- 
maker, to negotiate taking a 
controlling stake in one of 
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Poland’s biggest sted mills. 

Mayr-Melnhof "YecCntty" 
increased its stake in Reno 
de. Medici, a large Italian 
competitor, and OMV contin- 
ues to budd up its network 
of petrol stations in Hun- 
gary, the Czech Republic and 
Slovakia. 

• Meanwhile, there are signs 
that Austria is starting to 
produce a new generation of 
smaller growth companies 
which have already eclipsed 
the likes of Wolford, the tex- 
tile fashion group, and Aus- 
tria Mikro Systems, the 
high-tech group, both of 
which failed to live up to 
their earlier promise: 

Topcall, an information 
technology group quoted on 
Easdaq, is the best known. It 
is one of the top performing 
European shares this year 
and to. the first nine months 
increased its pretax prefits 
by 78 per cent to SchS3.4m. 

However, some longer-es- 
tablished Austrian compa- 
nies such as BWT, a water 
treatment firm, and Sem- 
perit, which males products 
such as rubber surgical 
gloves, have been growing at 
an above-average rate. 

Last year Sexnperit’s 
shares more than doubled in 
value and BWT*s rose by 75 
per cent. This year they 
have continued to outper- 
form the stock market 

Austria may not be able to 
boast of corporate giants like 
Switzerland's Roche, Nestle 
and Novartis. But anew gen- 
eration of mini-multination- 
als is starting to take Its 
place alongside the priva- 
tised pillars of Austria's for- 
mer state-owned heavy 
industry. 
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FOREIGN IKWSTMENT by Clifford Stevens 



attention 
at an explosive rate 

EU membership, economic arid social stability, and a highly qualified labour force have 
been Important factors in boosting the country’s competitiveness 


Foraiga tfirect tavestmaot 
« Austria 


Although Austria has. 
developed into one of 
Europe’s most prosperous 
nations, its global reputation 
is still tied to cultural 
eBeh§s, such, as the Opera 
Ball. Sachariorte, lipjdxaner 
horses a n d Alpine <Wng . it 
is far leas well known as a 
high-performance business 
location. 

In the mid-19808 foreign 
Investment in Austria was 
running at an average erf less 
than JMishw a year «»<♦ was 
lower than the total that 
Austria .. was Investing 

In the early 1990s Austria 
was investing nearly 
Schi-fim a year abroad, or 
twice as much as it was 
receiving in direct foreign 
investment. The develop- 
ment was not unexpected 
since wealthy countries tend 
to be net e xp orte r s of capi- 
tal. .. 

However, since 1995 there 
has been a marked turn- 
round in fortunes. Austria's 
overseas investment has 
continued to hold up well 
and looks like being a record 
this year. 

But the sums are over- 
shadowed by the explosion 
in direct foreign investment 
in Austria. Over the past 
tour years an average of 
SchZLbn a year has been 
pumped into Austria, with 
Germany, Italy. Switzerland, 
the US UK fowling - the 
charge. 

Since 1990, the total out- 
standing stock of foreign 


investment in Austria has 
more than doubled to 
Sch24CS)n. This figure com- 
pares with a cumulative 
total of Schl55bn for Aus- 
tria’s direct foreign invest- 
ment atnoad. 

Austria's current annual 
share of international direct 
investment in the Organisa- 
tion for Economic Co-opera- 
tion and Development is 
three times the level of the 
1980s. 

Various explanations have 
been given for the jump in 
foreign, investment in Aus- 
tria. The country’s economic 


country more user-friendly 
for foreign investors. One 
milestone was the 1991 tax 

reform which set a flat cor- 
porate tax rate of 34 per 
cent, one of the lowest rates 
in Europe, and which elimi- 
nated many levies. 

Labour flexibility has been 
increased with seven-day 
shifts, extended daily or 
weekly working hours and 
even Sunday working 
allowed. Austria also has 
simplified and speeded up its 
system of granting business 

permits. 

Some 80 per cent of plant 


Austria attracted foreign companies 
keen to exploit the geographical 
proximity and traditional ties of Vienna 
to both central and eastern Europe 


and social stability, its 
highly Qualified and moti- 
vated labour force, the low 
level of strikes and the qual- 
ity of life make Austria an 
attractive place in which to 
invest 

Austria has achieved 
annual productivity growth 
of 5.1 per cent over the past 
decade, which is one of the 
best in Europe. 

In addition, its 5 per cent 
drop in unit labour costs last 
year was the best in the 
OECD. 

The government has also 
taken steps to make the 


approvals are now issued 
within three months, consid- 
erably faster than the Euro- 
pean average. 

"We have gone a long way 
towards eliminating major 
obstacles to foreign invest- 
ment." says Renfe Siegl. man- 
aging director of the Aus- 
trian Business Agency'. 
"Austria can now stand on 
its own in European compar- 
ison." 

Last year his agency sup- 
ported a record 62 foreign 
investment projects worth 
$2.22bn and this year’s fig- 
ures should set another 


record. However, these fac- 
tors behind Austria's success 
as a magnet for foreign 
investment appear to have 
been put la the shade by 
other events. The collapse cif 
the Soviet bloc and Austria's 
entry into the European 
Union in January 1995 have 
transformed the country's 
attractiveness to foreign 
investors. 

By the end of 1997 compa- 
nies based in Austria had 
invested $5.3bn in 15,400 
joint ventures In central and 
Eastern Europe, thus mak- 
ing it one of the top five 
investors in the region. 

This, in turn, has attracted 
foreign companies to Austria 
keen to exploit the geograph- 
ical proximity and 
traditional ties of Vienna to 
both central and eastern 
Europe. 

Around 14)00 international 
companies have set up their 
central and eastern Euro- 
pean headquarters In Aus- 
tria. Prominent names 
include 3M, Alcatel. Coca- 
Cola. Henkel. Hewlett-Pack- 
ard, Master Foods, 
McDonald’s, Kestte. Siemens 
and Unilever. 

Some of the most recent 
arrivals in the regional head- 
quarters directory are infor- 
mation technology compa- 
nies. such as Informix, Baan. 
Computer Associates, Cog- 
nos and Debts. 

The Holiday Inn hotel 
chain has recently moved its 
regional headquarters from 
Brussels to Vienna and Eli 
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Lilly has transferred from 
Geneva. 

However, the fact that the 
take-off in foreign invest- 
ment coincided with Aus- 
tria’s membership of the 
European Union is perhaps 
the most compelling reason 
for Austria's foreign invest- 
ment boom. 

The Federation of Aus- 
trian Industry, in a recent 
study, concludes that EU 
membership has been the 
key factor boosting Austria’s 
competitiveness. 

Nevertheless, Austria is 
still not as high as it should 
be in the regular interna- 
tional competitiveness 
league tables. 

Excessively high energy 
costs, a bloated civil service, 
lack of entrepreneurs and 
below-average research and 
development spending are 
the most frequently cited 
criticisms. 

Austria still has some way 
to go before it can match 
countries such as the 
Netherlands and Switzerland 
as a good place to do busi- 
ness. 




Austria. 


Where You can be sure Your Partner 

won't go on Strike the Next Minute. 


Austria not only scores highfynn terms of 
productivity and quality, it also boasts the 
lowest strike rate In the EU. Here we measure 
strikes in seconds. This excellent working 
environment will give any global player a: num- 
ber of .clear advantages in international 
markets, such as stability for strategic plan- 


ning and reliability for Just-in-time deliveries. 
For more facts about Austria, contact the 
AUSTRIAN BUSINESS AGENCY Official Con- 
sultants for Foreign investment: Opernring 3, 
A-IOIO Vienna, Austria, Fax: +43-1-586 86 59 
e-mail: austrian.business9telecom.at 
Internet: http://www.aba.gv.at 
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BANKING by William Hail 


A chilly eastern wind 


The advent of the euro could be more of 
a threat than an opportunity 


Austrian banks’ emenjmfl market exposure 


The past 12 months will not 
go down as the happiest 
chapter in the history of 
Austrian banking. 

A year ago Austria's banks 
were riding high. Erste 
Bank, the oldest savings 
bank, had just been floated 

on the stock exchange and 
investors were queueing up 
to buy the government's 
remaining stake in Bank 
Austria, the country's big- 
gest bonk. 

Bank Austria's takeover of 
Creditanstalt. Austria's sec- 
ond biggest bank, and Erste 
Bank's acquisition of Giro- 
credit appeared to signal the 
start of the long overdue 
consolidation of Austria's 
banking system. With about 
1,000 banks. Austria has 
more than twice as many as 
neighbouring Switzerland, 
and with one bank branch to 
1.419 inhabitants, it remains 
one of the world's most over- 
banked countries. 

Clearly, there is plenty of 
scope to cut costs, and the 
reduction from four big 
banks to just two was expec- 
ted to accelerate the process 
and help a recovery in Aus- 
tria's historically weak lend- 
ing margins. 

A new breed of managers, 
such as Erste Bank's 
Andreas Treichl. a former 
Chase Manhattan banker, 
has begun to emerge, setting 
ambitious return on equity 
and cost-cutting targets. 

But the rejuvenation of 
the banking system has uot 
been running smoothly. In 
June. European Union com- 
petition authorities began 
investigating alleged price 
fixing by Austrian banks in 
the so-called bombard Club 
- a bankers' luncheon dub 
which meets once a month 
in Vienna's swank Hotel 
Bristol. In October, ABN 
Amro gave a taste of things 
to come when it led a big 
euro issue for the Republic 
of Austria. 

In the past. Austrian 
banks could count on raising 
the government's schilling 
debt issues. But with the 
arrival of the euro they no 
longer have the market to 
themselves. Moody's, the ITS 
credit rating agency. 


recently concluded that the 
advent of the euro could be 
more of a threat to Austrian 
banks than an opportunity. 

However, it was the Rus- 
sian financial crisis which 
really punctured the 
short-lived re-rating of Aus- 
tria’s banks. Central and 
eastern Europe is one area 
where Austria's banks still 
have a competitive lead over 
European rivals. Raiffeisen 
Zentralbank has 2,500 staff 
and 80 branches in central 
Europe and Bank Austria 

has 100,000 personal custom- 
ers in' the region. 

Most Austrian bank expo- 
sure is in neighbouring 
countries, such as Hungary 
and the Czech Republic. But 
Bank Austria has also been 
active in Moscow. 

The abrupt resignation in 
mid-November of Peter 
Fischer, joint head of Bank 
Austria’s treasury 
operations, and Franz HOr- 
hager, a board member of 
Bank Austria Creditanstalt 
International who had been 
responsible for lending to 
Russia, suggests serious dif- 
ferences of opinion about the 
adequacy of risk control 
systems in the upper eche- 
lons of Bank Austria. 

The bank is doubling its 
group-wide provisions to 
more than SchlObn this year 
and much of the increase is 
due to the need to take pro- 
visions against the Russian 
exposure which had been 
reduced to Schllbn by the 
end of September. But 
Alraich Fenyves, head of 
Bank Austria's international 
business, stresses that 
operations in the Czech 
Republic, Poland, Slovakia. 
Slovenia and Croatia 
increased net profits by 50 
per cent to Sch670m in the 
first nine months of 1998 and 
had a return on equity of 24 
per cent 

In Russia. Bank Austria is 
working out its problem 
loans rather than seeking 
new ones. But Mr Fenyves 
stresses that his group has 
no intention of retreating 
from its core markets of cen- 
tral and eastern Europe. 

Herbert Stepic,; deputy- 
chairman of Raiffeisen Zen- 
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Excellent business 
partner worldwide 

If you are interested in detailed In- 
formation and/or seek support in 
establishing partnership with rel- 
evant Austrian businesses please 
contact the 

Austrian Trade Commissioner 
R . ). Engel 

45 Princes Cate (Exhibition Road) 
London SW 7 2QA 
Tel.: 01 71 -584 44 11 
Fax:0171-584 25 65 
E-Mail: 

london@ahst.london.wk.or.at 
or the 

Austrian Trade Commissioner 

in your own country 

or write direct to the 

Austrian Federal 
Economic Chamber 

A-1 045 Vienna 
Wiedner Hauptstrasse 63 
Fax: +43/1/502 06/250 
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tralbank, is equally upbeat 
about the longer-term pros- 
pects for his bank's 
operations outside Austria. 
He is the best-known Aus- 
trian banker operating in 
central Europe and empha- 
sises that his bank will con- 
tinue to support Russia. 
The transformation process 
in Russia is not an exercise 
which can be done in a very 
short time." he says. “It will 
take at least 15 to 20 years.” 

RZB’s total Russian expo- 
sure was Sch4-2bn, the 
greater part in refinancing 
lines to its Moscow subsid- 
iary, and most of the rest 
was in trade financing lines. 
RZB can cover potential 
losses out of its normal 
profit and loss account, says 
Mr Stepic. 

Mr Stepic. like others in 
Austrian banks, is convinced 


the Russian setback will not 
curtail Austrian banks’ 
efforts to become leaders in 
central and eastern Europe. 
Weak profitability and poor 
growth in domestic banking 
is torcing them to expand 
abroad and central Europe Is 
their most obvious market. 

"Our risk return ratio in 
emerging markets, compared 
with industrialised coun- 
tries, is much, much better, 
and that includes all the 
associated risk costs over a 
10-year period.” says Mr Ste- 
pic. “We are absolutely con- 
vinced ft is the right philoso- 
phy." 

It is not a view shared by 
all credit rating agencies. 
But then, Mr Stepic has been 
operating in central Europe 
far longer than the credit 
analysts threatening to 
downgrade his bank's debt 




PROFILE 

KLAUS UEBSCHER 


A job shaped by 
arrival of 


Klaus Uebscher, head of the 
Austrian Natkxral Bank, s 
looking forward to the 
introduction of the euro. 

For the first time since he 
took over as head of 
Austria's central bank fn 
1995 he will have a proper 
job, and for the first time- In 
its history the central bank 
win have a real governor. 

Until recently Mr - 
Uebscher, 59, has been 
president of the Austrian 
National Bank's general 
councfl and has had to leave 
the day-to-day running to 
Adolf Wala, chief executive 
of the executive committee. 

Mr Uebscheris mam task 
was to set Austria’s 
monetary poEcy. But sr»ce 
Austria pegged the schilling 
to the D-mark nearly 20 
years ago it has been more 
of a ceremonial job. 

Austrian interest rates 
have moved In tandem with 
Germany's, and it .has been 
the Bundesbank, and not Mr 
Uebscher, who has been ‘ - 
making Austrian monetary 
policy. 

Indeed, some unkind 
critics have joked that his, 
job could easily have been 
done by an incoming fax 
machine Dnkad to the . 
Bundesbank’s Frankfurt 
headquarters. 

However, the arrival of the 
ago has led to an overdue 
shake-up at the top of the 
Austrian National Bank. Mr 
Wala, 61, has retired and 
taken over Mr Uebscheris 


oW'rp^as.presWerit of the 

genera^ooixa. .TTw latter 
has beep'stripped of its 
monetary-policy powers and 
&now just a supervisory 
board!, ,'■■■■ 

bfypebschet has become 

governor of a slimmed -down 

exeefitiye board made up of 

CfelrnKfe Tumpd-GugureO . 
vfee-govemor, and two other 
executive directors, Peter 
Zoeflner and Wolfgang 
Duchatczek. 

It wfll be Mr Uebscher 
who wHI attend the regular 
meetings of the European 
Centred Bank in Frankfurt on 
the first and third Thursday 
of every month. 

Mr Uebscher, a former 
chief executive of the 
Raiffeisen Zentralbank, the 
-central bank of Austria's 
powerful rural savings bank 
movement, always seemed 
the front runner to head the 
centred bank. 

Even so, he was 
challenged at the test 
moment by an equally wen 
qualified candidate in 
Ferdinand Lacfna, 55, a 
former finance minister. 

However, despite Mr 
Lackta’s strong ties to the 
ruling Social Democrat party, 
and successful record as 
finance minister, Mr 
Uebscher won the day. This 
may be due partly to 
Austria's odd system of 
sharing out top jobs along 
party lines - traditionally the 
centred bank head has been 
a conservative and often 


from the RZB. It might abo^ 
reflect Mr Lfebseher’s record 

as a consensus builder.. - 
Unlike some of his . 

predecessors, such as the 

formidable Dr Marfa .. 
Schaumayer, Mr Uebscher is 
a diplomatic figure who 
rarely rocks the boat with his 
statements. If he holds . 
strong opinions on financial 
matters, he rarely vents 
them in public. . . ' 

On the subject of the 

Austrian banks' tending-to • 

Russia, he says - 

relaxed. “We have one-tenth 

of the exposure of German 

banks to Russia- it ca n be 
easily covered by the profits 
they nu^e this year. - 
He b also not critical of 

Mr Uebscher 
is a greater 
believer in talking 
issues through 
with all interested 
parties 


the supervisory system, 
which was unable to avert 
the embarrassingly high 
losses caused by the 
fraud-related collapse of 
FUeger Bank, a small . . 
money-changing bank. 

The two areas where he 
has recently raised his voice 
have been in defence of the 
status quo. He was quoted 
as being “astonished” by 
last summer’s European 
Commission investigation 
into alleged price-fixing by 
Austrian banks. 

-In a country where there 
are 1,000 banks it is hard to 
form a cartel,” says Mr 
Uebscher, who believes that 
similar types of discussions 
between bankers happen In 


tots of other BJ ccw^te V' 

; He also doe s notjffij fr the 

- iptoutBS of the.mesw^® of . . 
European Central 
governors* meetk^B^piF:' 
pubBshed, an idea , 
s up ported most recaSfflSpjy 
Viktor Kflma, the chancalk*. 
While ha is all for ■. 
transparency, he argues that 
pi.hfahfnp the minutes — - 
would encourage national 

governments' to put pressure 

on their representatives on - 
the ECB board- 

Nevertheless, he is notes 
negative as some about the 
potential tensions between 
the ECB and national 
poBtkaans. He accepts that 
there will be disagreements, 

but stresses that there are 

dear- rules on how to deal 
with them. He is also a 
greater beflever In talking 
issues through with all 
interested parties. 

In this respect, Austria’s 
experience of pegging the 
schilling to the D-mark could 
provide some solace to 
small countries fearful of the 
power of the ECB. 

Austria has Hved 
successfully In an effective 
“mini -EMIT with Germany 
for years and it worked very 
well because there was an 
intensive dialogue between 
the Austrian central bank, 
Austria's social partners, 
government and Industry. 

“Some export sectors and 
tourist-related Industries 
attacked us during certain 
periods," says Mr Uebscher. 
“But they understood at the 
end of the day that the 
policy was good for the 
country as a whole. 

“If we can have the same 
dialogue in Europe with all 
the responsfole bodies, 
especially the politicians, it 
win be easier to understand 
why the ECB council is 
doing this or that" 

William Hall 


INSURANCE by Herbert Fromme 


Liberalisation is bringing new risks 


Competition is intensifying as the country prepares for the euro 
and becomes a springboard into central and eastern Europe 


Any Austrians out to 
defraud their insurer might 
In future, stand a better 
chance of getting away with 
it than dishonest customers 
in other countries. 

That, at least, is the insur- 
ance industry’s view of the 
draft for Austria's- new data 
protection act. The draft 
does not just transform the 
corresponding EU directive 
into national law, say insur- 
ers. 

“The government goes far 
beyond the EU directive by 
banning data networks 
which would be useful to 
counter fraud,” argues an 
angry Dr Siegfried SeUitsch, 
president of the Austrian 
insurers' federation Verband 
der Versicherungsunterneh- 
men Osterreichs and general 
director of market leader 
Wiener Stadtische All- 
gemeine Versicherung AG, 
Vienna. 

Such over-regulation is an 
“Austrian malaise”, the 
manager says. He should 
know. The Austrian insur- 
ance industry used to be 
among the most tightly regu- 


lated in Europe in terms of 
government control over 
prices and 'terms. ’ ; 

Liberalisation has done 
away with the principle, but 
companies are still suffering 
from the negative effects, 
including high cost ratios 
and a stuffy mentality in 
many bureaux. 

They are also still enjoy- 
ing price levels that in pri- 
vate customer insurance are 
often markedly above those 
of other European countries. 

The distribution system 
exacerbates the relatively 
elevated price structure, 
with salaried agents domi- 
nant in the non-life market, 
and hank counters the main 
distribution channel for life, 
with commission levels con- 
siderably above those in 
other European countries. 

“Sales costs for insurance 
in Austria are exorbitant,” 
says Helmut Geier, the 
newly appointed chief execu- 
tive of Wflstenrot Versicher- 
ung. “If commission pay- 
ments are highw than the 
annual premium volume 
from the business won, this 


is ruinous in terms of inter- 
national competition.” 

-.Mr is to kin g drastic 
measures. Up to 2000, Wfls- 
tenrot will cut commission 
levels by.25 per cent, hitting 
partners such as banks and 
brokers. “When the euro 
arrives in Austria we want 
to be market leaders in 
terms of cost.” he says. 

The Austrian market has 
been preparing for intensify- 
ing competition. The price 
war in motor insurance has 
held back premium growth 
in the whole non-life sector 
- the market booked pre- 
mium income of Scb69.2bn 
in 1997, only marginally up 
on the Sch68w9b& of the year 
before, while claims costs 
rose faker to Scb47.6bo. 

In life insurance the fig- 
ures lot* catastrophic, show- 
ing a fell tn premium levels 
from Sch60.3bn in 1996 to 
Sch5lbn in 1997. But this pic- 
ture Is misleading. The drop 
is entirely due to the boom 
in single-premium policies 
enjoyed by companies in 
1996, which could not be 
repeated in 1997. 


“For 1998, we expect 
another rise over all sectors 
of the insurance market,” 
says Dr SeUitsch of the WO. 
Expected growth figures are 
-a? high as 46 per cent 

Profitability in any case 
remains healthy. -The WO 
says the Industry as a whole 
achieved profits of SchL86bn 
in 1997, up foam. Schi£2bn 
the year before. ■ 

But the situation differs 
markedly from one insurer 
to the next, and the question 
is whether small companies 
with market shares of less 
than 0.5 per cent can survive 
in the even more competi- 
tive environment that the 
euro will bring. 

Industrial insurance rates 
in Austria are already said 
to he at rock bottom, mirror- 
ing the ruinous market situ- 
ation in neighbouring Ger- 
many. This situation is set 
to intensify and move on to 
the commercial, and finally 
the private, customer sec- 
tors. 

But consolidation is not 
only prompted by local price 
circumstances. Austria is 
seen by many European 
Insurers as the ideal base 
camp for a move into central 


and eastern Europe. And, 
with new alliances on a 
European scale emerging, 
such as that between Gener- 
ali, the Italian insurer which 
has a sizeable presence in 
Austria, and the German 
bank, Commerzbank, the 
Austrian market is part of 
the movement 
The Wiener Stadtische 
group claims to be market 
leader, with around 20 per 
cent of the market But its* 
crown is under threat from 
the newly formed BARC 
group, which last year 
brought together four insur- 
ers and, once properly 
formed, will have in excess 
of 20 per cent market share. 

EA-Generali also has close 
to 20 per cent market share, 
if its group members Inte- 
runfall and CA-Generall are 
Included. Germany’s Allianz 
and its Austrian subsidiaries 
have about 10 per cent 
Strategies differ. Wiener 
Stadtische sticks to a multi- 
brand approach. Besides the 
group's main operating com- 
pany, ft owns Donau, which 
targets farmers, commerce 
and private customers, VJV, 
the motor Insurer, Union, 
the life and accident insurer, 


THE ENERGY MARKET by George Hamilton 


State utilities try to 
hold on to power 


Aastria’s leading energy players 


The rush to comply with EU directives has 
created chaos in a protected sector 


With less than 90 days to go 
until the first phase of EU 
energy market liberalisation 
takes effect, Austria is 
unprepared for the chal- 
lenges which lie ahead. 

Legislation reorganising 
the electricity industry to 
comply with EU directives 
came only last summer. 
Even after four agonising 
drafts, the law as passed 
remains disputed and incom- 
plete. 

The gas industry faces a 
similar fate and ts plotting 
desperately to retain as 
much as possible of its lucra- 
tive monopoly after EU liber- 
alisation directives take 
effect from 2000. 

The chaos is hardly sur- 
prising. The energy industry 
has enjoyed more than 50 
years of politically supported 
monopoly. Laws dating back 
to 1917 ensure that a mini - 
mum of 51 per cent of any 
federal, regional or munici- 
pal electricity utility is 
owned by the respective gov- 
ernment body. 

“Privatisation" simply 
means that up to 49 per cent 
of a utility's share capital 
may be held by others, but 
control remains firmly in 
government hands, simi- 


larly, the government as 
largest shareholder retains 
35 per cent of the dominant 
oil and gas concern OMV. 

Many of the problems in 
the electricity sector reflect 
the cumbersome pyramid of 
power. 

Hannes F&rnlettner, Aus- 
tria's economy minis ter, is 
at the top. Then, there is a 

federal electricity authority 
(Verbund) as primary elec- 
tricity producer and operator 
of the national grid, whole- 
saling electricity to the nine 
regional utilities and largest 
municipalities under 
long-term contracts. 

The regional utilities, in 
turn, supply smaller commu- 
nity utilities. Finally, at the 
bottom are the customers. 

EU directives expose the 
Verbund to full market 
deregulation since the 
regional utilities and largest 
industrial customers are 
entitled to obtain their elec- 
tricity supplies wherever 
they choose. 

But, whatever the source, 
for electricity to he delivered 
to the regional utilities it 
must generally travel over 
the high-voltage distribution 
system which the Verbund 
owns and administers. Hie 


potential for controversy is 
obvious. 

The first shock occurred 
less than a year ago when 
Electridte de France outbid 
OMV, the Verbund and oth- 
ers to acquire minority con- 
trol of EStAG, Styria’s 
regional electricity utility. 

Furious, the Verbund 
reciprocated by replacing the 
gt yrla n director of a smaller 
jointly held electricity utility 
and forcibly consolidating 
the joint utility into' one of 
its own. 

Sadi petty behaviour has 
not stopped. Any sense of 
unity or cooperation within 
Che electricity sector is long 
gone. The Verbund has 
hardly endeared itself to its 
regional customers, essential 
though they may be 'to its 
existence. 

Lower Austrian utility 
EVN, the country's second 
Largest has given notice on 
its Verbund supply. ccwjpera- 
tion agreement from 2001 
and in October secured a 5 
per cent holding in TateL a 
Swiss utility which is one of 
Europe's biggest traders of 
dectrkaty. 

WienStrom, the City of 
Vienna's electric utility, is 
reported to have solicited 
electricity supply offers from 
Swiss .and German sources. 
Both utflftJea only weeks ago 
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were negotiating closer ties 
with the Verbund. 

Most other European coun- 
tries have achieved for more 
transparent organisational 
concepts for deregulation 
than Austria. For example, 
Austria’s national grid has 
been loft under the Verbund 
as a department rather than 
being reorganised as an 
independent concern with its 
own dear cost structure and 
administration. 

The regional utilities are 
baulking at ministry 
attempts to impose a trans- 
mission network utilisation 
tariff.. schedule sufficiently 
complicated to smother any 


aspirations towards indepen- 
dent sourcing. The scheme 
would require reimburse- 
ment of the Verbund for the 
basic availability of the grid, 
whether or not the grid or 
other Verbund lines were 
used to transport electricity. 

The confusions would be 
raaer to resolve if Austria 
tow a co-ordinated energy 
policy. As EU-directed mar- 
ket deregulation moves 
closer, both the government 
and the energy sector have 
sought protection by invent- 
tog defensive strategies to 
keep out competition. These 
foiled when Electricitfi de 
™ks came on the scene. 


which co-operates closely 
with Bank Austria, and the 
industrial insurer. Montan. 

Allianz, on the other hand, 
has just merged its compa- 
nies. Allianz Elementar Ver- 
sicherungs-AG. brings 
together Wiener Allianz and 
Anglo-Elementar. 

Generali, too, is consider- 
ing whether a merger of EA- 
Generali and Interunfall 
would make sense, though 
no firm decision has been 
taken. So far, the two are 
competing in the market 
despite close co-operation in 
the bade office. 

As for Wtoterthuroster- 
reich, part of the Swiss Win- 
terthur group, it is on the 
acquisition path and says so. 
Its chief executive, Hubert 
Schultes, is looking for other 
insurers and would like to 
strike a co-operation deal 
with a bank. 

Mr Schultes says the criti- 
cal mass an insurer needs in 
Austria is about Sch3bn, 
which equates to market 
share of around 2 or 3 per 
cent, unless it specialises in 
operating in niches only. 
Judging by that yardstick, 
only 20 of the present 65 reg- 
istered insurers will survive. 


Lack of a coherent govern- 
ment energy policy was evi- 
dent as for back 1995-96. 
when energy taxes were 
introduced, the excuse being 
that these would direct and 
support environmental ini- 
tiatives. Instead, the reve- 
nues have simply swelled 
general income coffers. 
Inspired by the German 
Greens’ latest successes, 
additional and new taxes are 
under discussion on electric- 
ity, gas and motor fuels 
which would add SctaSbn 
annually to energy costs. 

The growing lack of direc- 
tion within the energy sector 
is likely- to result in the situ- 
ation the government has 
sought to avoid. 

The French incursion will 
probably be followed by Ger- 
man initiatives, taking 
advantage of animosities, 
disagreement and divisions 
which Austria’s market lib- 
eralisation is spawning. 

Germany’s Bayernwerk 
and RWE make no secret of 
their intentions. EDF would 
like nothing better than to 
extend its present limited 
beachhead. Gaz de Prance is 
represented in Styria as well ‘ 
and German Ruhrgas is 
already signing deals. 

Rather than considering 
strategic co-operation 
srrangetnents with potential 
competitors, • the Austrian 
energy sector has fought to 
defend the status quo. 

When, in the third act, the 
big foreign competitors 
march on to the scene - and, 
one way or another, they 
^ - the shock will be all 
the harder to accept 
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FRANZ FISCHLER 
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A man who has 
his roots firmly 
in the soil 

Brussels judges that, so far, the European 
farm commissioner has done a good job 
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Franz Frschter, European 
farm commissioner, 
sometimes directs visitors to 
a painting on his office wall 
depicting a confusing 
motorway system. 

"You cant see where ft 
starts or ends,” he says as a 
grin spreads across his face. 
“It is just like decision 
jnaking in the European 
Won.” 

Mr FiscWer speaks with 
authority. As farm 
commissioner since 1996; 
he has had to master the 
common agricultural poScy, 
home to some of the most 
complex decision-making 
systems in the EU. 

The judgment in Brussels 
is that, so far at least, he 
has done a good job. Ask 
any European diplomat to 
name the most effective of 
the 2D commissioners and 
Fischler invariably comes in 
the top five or six. 

His success has surprised 
fellow Austrians and EU 
diplomats, many of whom 
initially questioned his 
appointment to a job which 
puts him in charge of nearly 
half the BJ's budget 

Having spent an his 
working life in agricultural 
jobs, including the six 
previous years as Austrian 


form minister, he knew the 
subject But he was not 
seat as a big pofitlcal hitter. 

Thera were fears he wotrfd 
be a poor match -tor 
commissioner ccBeagues 
who indude former prime 
ministers, foreign mi nsters " 
and party leaders.; ’: .•'• •• \ 

Mr Ffecfder*s mafri 
concern was hes lade of 
modemtanguage? -antiest- 

Greek and Latin have Batted 
application in Bnissets - so 
he set about learning . 
Engftsh. He now speaks it 
with near fluency. 

He has also impressed 
with, and benefited from, iv3 
choice of advisers. Many 
commissioners appoint 

almost exclusively from their 
own countries. Mr Ffechter’s 
team indudes an Italian chef 
de cabinet, who has 
widespread experience in 
the US, together wtth a . 
Frenchman, a German, an • 
Italian and three Austrians. 
His spokesman fe Irish. 

The eclectic choice has 
helped Jhhn to deal with 
some of the most 
controversial issues facing 
Brussels in recent years. 

First came the BSE crisis 
after British s cientist s found 
a potential Enk between the 
so-called mad cow cflsease 


and nvCJD, a san2arfy fatal 
Ilness affeptfog people. . 

The fink caused furore . 
torooghout&«jpe and at 
one stags the European 
perinment threatened to 
sack the whole commission 
over the crisis. Mr Ftechterts 
afcW han d ling, of WEES' 
bbropiairtts housed to see off ■ 
the censure ftreaL 

The recent lifting of an &J 
ban on Brtfitti bed exports 
should. wtih luck, end the 
worst <rf the ends. 

He has made mistakes on 
BSE. Plans to ban parts of 
cattle from the food chain 
have been delayed after it - 
emerged that weak drafting 
of proposed legislation by 
farm offidais could have led 
to a ban on JHe-savtng drugs 
and a potential trade war. _ 
with the US. Curiously, he is 
rarely Mamed either privately 
or pubfidy tor this episode. 

Mr Fisch tor's big initiative 
has been his attempt to 
persuade EU cowtries to 
adopt the most wide-ranging 
reform of the CAP ever 
attempted. 

Proposed cuts in 
guaranteed prices which 
farmers receive for beef, 
mUk and cereals have 
prompted widespread 
protests both from 


agtictfturai cammunttres and 
farm ministers. 

. Mr Fischler argues that toe 
reforms are necessary to 
enable the EU to expand to 
the east and to enable 
formers to fate advantage of 
export opportunities. Despite 
the volume of opposition, 
most diplomats believe he is 
winning' toe arguments and 
«■ get something dose to 
what he wants. - 

That could leave him free 
to return, to Austrian politics 
or to taka on another 
portfolio in the European 
Commission. His ambitions 
are more Sotted. 

He says he wants to stay 
In Brussels for a second 
five-year term of office, 
starting January 2000, and 
that "my preference would 
be to remain farm 
commissioner*. 

There fe, he says, "no 
troth whatsoever” in rumours 
that he will challenge next 
year for the leadership of the 
Austrian People’s Party. 

Nor does he want to be 
Austrian president when the 
job next comes up In 2004: 

“I would not be the right 
person,” he says. 

Michael Smith 


Ready for take-off 

The pace has slowed, but recent successful sales of state holdings give 
encouragement that there will soon be a resurgence in activity 


Austria's privatisation 
prog r am me, one of the most 
successful in Europe, has 
been wiariring Hm» over the 
past year. 

There have been no big 
privatisations since the «ale 
of 49.5 per cent of the shares 
of Austria Tabak in Novem- 
ber 1997, the second biggest 
in Austrian history. 

Nevertheless, Erick 
Becker, who, along with 
Karl HoDweger, runs Oster- 
relchische Industrieholding 
AG, the state bolding com- 
pany, is confident that the 
privatisation machine will 
soon be back in ***1^ 

Last year’s initial public 
offering of half of state- 
owned. Austria Tabak was a 
great success. Its shares 
have jumped two-thirds 
since then, and with a mar- 
ket capitalisation of around 
Schi7bn It has overtaken VA 
Tech and VA Stahl in terms 
of size. 

If Austria Tabak continues 
to perform well the OIAG 
will probably proceed with a 
secondary public offering in 
1999 of another 20 per cent of 
the shares. It could coincide 
with a capital increase 
which could result in the 
state’s stake foiling to 25 per 
cent. 

OIAG has also taken on 
responsibility for selling the 
public stakes in Flughafen 
Wien, Vienna’s airport and 
Austrian Airlines, the 
national carrier. The latter 
has delayed plans to raise 
capital because of the recent 
turbulence in the stock mar- 
ket. But, since both are 
already quoted companies, 
further sales by secondary 


Recent privatisation issues 
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offerings should not pose 
much of a problem. 

In contrast OIAG’s plans 
to privatise Osterreicbische 
Staatsdruckerei, the state 
printing and publishing com- 
pany, the Dorotheum. Vien- 
na's oldest and most fai y«K 
auction house, and a half 
share in the Vienna Stock 
Exchange pose more of a 
challenge. 

All three are relatively 
small operations and not 
particularly efficient. How- 
ever, the privatisation of the 
nearly 300-year-old Doro- 
theum, which counts Mozart 


among its earliest custom- 
ers. could attract consider 
able international interest. 

The Palais Dorotheum is 
not only an auction house 
but also a bank, pawnbroker 
and the biggest jeweller in 
Austria. It has 13 brunches 
in Vienna, nine in the rest of 
Austria and offices in 
Prague, Brussels and Tokyo. 

It also has the added 
advantage in that it is 
trusted by its customer base. 
In Catholic countries, the 
role of pawnbrokers has tra- 
ditionally fallen to either the 
church or the state, and in 


Austral the Dorotheum has 
become a household institu- 
tion for both rich and poor 

However, it is nut in the 
same league as as Sotheby's 
and Christie* and could he 
sold b>' a trade sale to ail 
invest mc-ni trophy hunter. 

Meanwhile, the Austrian 
t\«vc-mmenl has made prog- 
ress with .-mother big privati- 
sation challenge. In October, 
the state -owned Pusl und 
Trlckum IMeiligungsgesPlls- 
cahft. which has rh»se ties In 
OIAG. sold a 25 per cent 
stake in Telekom Austria, 
the state-ou m-d telecommu- 
MKitlf'Ji* liwnptiny. In Tele- 
com Italia, fur SchiiTJJbn. 

Mr Bix-ker. who sits on the 
ITBG and Telekom Austria 
bumK says that the deci- 
sion to o{it for a trade sale 
rather than a stuck market 
flotation wa.s motivated bv 
the ne»-d to find u M rn logic 
partner lor Telekom Austria. 

"We needed .support (o 
deni with the new comjieU- 
tmn ami tnaiuge all the ri-g 
iriotorj proMems." Ite says. 
The Ittilian partner has 
helped to develop Telekom 
Austria's mobile liusmi-ss. in 
which it has stake, .ind is 
helping it e\]iand into neigh 
bounng countries, including 
Croatvi- 

Xevertfteless. OIAG is still 
intent on bringing THekurn 
Aastrta to the- slock markol 
by aid. Mr Becker says lie 
hopes that if he can raise 
Schathn through the sale of 
n 3f» per cent stake and sell 
the government’s stake in 
PSK. the postal savings 
hank, he could be close to 
wiping out the Scliaobu debt 
of PTBG. 
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PROFILE 

FRANK STRONACH 

Entrepreneur who came 
back to leave his mark 

-r. . ’ : _ • • 

: The car parts chiefs ideas of corporate governance have been 

■ ; welcomed, but not. so some of his .other ambitions 

: i ir . Ever since Frank Stronach. 

. -.v - the chairman of the 

- ... i Canadian automotive group ' 

Magna Intemattonal, 
returned to Austria to tom 
... his country of .birth into his 

... j. : European company base, he 
'.. has become a celebrity and 
a source of controvert. 

-•m"'- Wrth rn y riacls o* options 
and Ideas, the 66-year-old 
J entrepreneur generates 
constant headlines and 
: ‘ leaves his marks in Austrian 

business, life style and 
■ sports. 

‘ . While his paternalistic 
J ; 1 ideas of corporate 
governance have been 
widely welcome in a country 
’ that still feels uncomfortable 
with unfettered free markets, 

-■»’ '■ ' his determtoation to get his 
. way with all his projects 
> J; ' : have also caused pferrty of 
bad blood over the years. 

Mr Stronach was bom in a 
small town In Styrfa, near to 
the birthplace of Arnold 
Schwarzenegger, the 
*• i Hollywood actor. At the age 
^.of 22, he left for Canada, 

> . - v where he started to produce 
.. • *•“ a- machine tools in a garage. 

Over the years, he turned his 

Magna group into one of the 
'J - * worid;s main car parts 
producers with sales of 
-. * more than $6bn and 50,000 
"J, *■ employees worldwide. . 

After a brush with 
bankruptcy In the early 
1990s, Mr Stronach 
engineered an impressive 
comeback and became 
increasingly interested in toe 

European car market. 

He invested heavily in 
Styria, where he helped to. . 
create a highly successful 
cluster of car part 
companies, and buto his 
European corporate _ 
headquarters on an IdyUtc 
plot of land with a medieval 
castle in Oberwaitetsdort, a 
village south of Vienna. 

There, he realised his vision 
Of the ideal Jiving 
environment by building an 
18 -hole golf course and 

luxury residences around an 
artificial lake.- where he 


• r 


* • * EUllilVIGU wnvi 

urged hte managers to «va • 
i . "- ; ",f The majority shareholder 
^ r j of Magna leaves the ' 

<u'V day-to-day management or 

the group to his executives 
. \ and spends his time and 
. money to pursue his other 
vfaions. But as he ambitions 
. ; grow, scepticism about his 
ideas also increases. 

! Near the Magna 

head q ua rt ers, Mr Stronach 
■-v.-' V. plans to buikJ a thane park 
that would teH the histay of 

mankind In an BO-rnetre 
. -.s', diameter sphere, ft would 



Frank Sfatreadi: gmerates headlines 


Picture: AP 


also feature hotels, - 
restaurants and a horse 
racing track., The Sch7ffo 
proj^rt would attract 20,000 
visitors every day, Mr 
Stronach claims, although 
critics say it is economically 
unvcable, would spoil a 
nature reserve and create 
excessive traffic in toe area. 
A grass- root movement by 
local residents is fighting 
hard to stop him. 

Hte plans to buBd 8 large 


Close contacts 
with Austria’s 
business and 
political elites 

helps him with his 
ventures - 


hoBday resort on unspoilt 

land on Lake Woerther in 
Carinthfe are also 
controversial. He has Rttfe 
sympathy for such concerns. 
“It's Hke toe EHfel.tower. 

That was' also opposed by 
aflat first," he says. 

Mr Stronach, who speaks 
German with a heavy North 
American accent, has close 
contacts with Austria’s 
business *rid political elites. 
Which helps him with his . 
ventures. Former chancellor, 
Franz VraniJzky, and Gerhard 
Randa, the chairman, of .. 
Bank Austria, the biggest ” 

bank, st on his board of 

dfrectots; in March, he 


acquired the majority stake 
In the automotive group 
Steyr-DaimJer-Pucb (SDP) 
from Bank Austria for 
Sdvfbn, a price that other 
shareholders thought was • 
tod low. For every new plant 
he buffts, he receives plenty 
of subsidies. 

Mr Stronach daims that 
be fe guided not by the 
profit motive alone, but by a 
desire to hefo his home 
country - a country that had 
once given him a head start 
try providing him with a 
good training and a 
management philosophy that 
gives all employees a stake 
in toe company, in 
exchange, he tries to keep 
trade unions at bay. "No 
government and no union 
can give this country what it 
needs, wWch is new Ideas 
and satisfied customers. 

_Thfe is the only way to 
create new jobs,* he says: ' 

Mr Stronach has lately 
shifted hte Interests to 
Austrian footbafl. First he 
tried to buy the Vienna 
football dub Austria. Then 
he offered to buy the 
television rights of the major 
football league for SchlOOm 
a year, which he may want 
to use to start his own 
sports channel llie ardent 
fan of horse races, who 
owns between 500 and 700 
race horses, also hopes to 
turn Vienna into a leading 
horse racing centre by 
building s large new race 
track. Whether Mr Stronach 

wifi see these projects 
through, or moves on to new 
ideas, remains to be seen. . 


Eric Frey 



Modernizing the world’s steel 
industry 

The VA TECH Goup Area Metallur- 
gical Engineering Is in a leading 
position on the global markets. In 
addition to innovative technologies 
like COREX and F1NMET and a 
comprehensive range of competen- 
ces in electric steel making and rol- 
ling mill technology, the Group Area 
is well prepared for the future 
.through the technological leader- 
ship in the areas modernization and 
automation of iron and steelmaking 
plants. Orders for the modernizati- 
on of iron and steelmaking plants 
already account for more than 50 % 
of the order intake in the last five 
years. In 1 997 orders for the moder- 
nization of existing plants ac- 
counted for 54 % of total order inta- 
ke, with increasing tendency in 
1998. 

Top global player in energy and 
environmental engineering 

With the acquisition of 1 00 % of the 
Rolls-Royce power 
transmission and 
distribution group 
the VA TECH 
Group Area Energy 
and Environmental 
Engineering beca- 
me one of the top 
global players in 
the international 
power transmissi- 
on and distribution 
markets. The 
Group Dow offers a 
complete leading- 
edge technology 
product .. portfolio. 

Additional syner- 
gjes wflJ emerge 
with respect to 
power generation l 


where VA TECH already holds a 
globed top 2 position in the hydro- 
power sector. In environmental 
engineering the Group Area is one 
of Europe’s leading integrated sup- 
pliers, offering partial and complete 
plants with key technologies for air, 
water and solids as well as a com- 
prehensive range of services. 

Systems solutions 
competence with first class 
references 

The VA TECH Piant Engineering and 
Services Group Area is an interna- 
tional systems supplier of high gra- 
de engineering services with a net- 
work of mechanical, electrical and 
electronic competences. The Group 
Area provides solutions in mechani- 
cal and electrical plant engineering, 
transport and assembly systems, 
drive technology, structural steel 
engineering industrial maintenance, 
facility management, personnel 
services and information systems. 
Leading enterprises in various sec- 
tors, from the automobile industry 



to the petrochemical branch, count 
on VA TECH know how. 

A global value provider 

VA TECH’s competences go far 
beyond the delivery and installation 
of plants. We offer solutions in met- 
allurgical engineering, energy and 
environmental engineering, plant 
engineering and services. Offers 
which cover the whole 
life cycle of a plant, from consulting, 
engineering, components and 
services to operation and project 
financing. 

Realising value from techno- 
logy is our challenge. 

Providing value for our 
customers is our goal. 

VA Technologie AG (VA TECH) is 
a technology-based engineering 
group based in Austria. The Group 
is active worldwide as a systems 
supplier in Metallurgical Engineer- 
ing, Energy and Environmental 
Engineering and 
Plant Engineering 
and Services, in 
1997 VA TECH 
achieved a consoli- 
dated turnover of 
ATS 38.4bn with a 
staff of 17,986 
employees. 

56,95 % of its sha- 
res are floated on 
the Vienna Stock 
Exchange. Further- 
more, VA Technolo- 
gy is quoted in Lon- 
don via SEAQ. 
Since 1995 VA 
TECH is participa- 
ting in the ADR 
(American Deposi- 
tary Receipt-Pro- 
gramme. 
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AUSTRIA 6 


RESTITUTION by Eric Frey 


Nation’s past 
remembered 

Officials and business leaders have tried to ensure Switzerland’s 
mistakes in relation to Holocaust victims are not repeated 


While Austrian public 
officials and business leaders 
watched Switzerland became 
the target of criticism, con- 
demnation and even boycott 
rails by Jewish groups and 
the US public because of its 
role during and after tbe sec- 
ond world war, they knew 
that the international spot- 
light would eventually turn 
on their country. 

After this prediction came 
true this year they are try- 
ing everything to avoid the 
Swiss mistakes. 

In contrast to its western 
neighbour, Austria has been 
extremely forthcoming from 
the start with every interna- 
tional query over property 
stolen from Jews between 
1938 and 1945. 

When two paintings by 
expressionist artist Egon 
Schiele were impounded in 
January by tbe Manhattan 
district attorney Robert Mor- 
genthal during an Austrian 
Schiele exhibition at the 
Museum of Modem Art in 
New York because two Jew- 
ish families claimed that 
they were rightfully theirs, 
the Vienna government ini- 
tially protested. 

But then the minister for 
the arts. Elisabeth Gehrer. 
set up a commission to 
investigate how many works 
of art in Austrian museums 
were stolen from Jews or 
acquired in questionable cir- 
cumstances. The first probe 
on federal museums has 


already yielded nearly 1,000 
objects which will now be 
returned to the proper own- 
ers. 

And when Bank Austria, 
the largest bank, was sued 
in the US over alleged ties of 
its Creditanstalt subsidiary 
to tbe Nazi death machine, it 
promised full co-operation 
and disclosure. 

Several banks and indus- 
trial groups, such as Posts- 
parkasse and Steyr, set up 
historians' commissions to 


Parliament voted 
in 1995 to give 
every Austrian 
Jew a lump sum 
payment of 
Sch70,000 


find out whether they had 
profited from forced labour, 
stolen property or other 
business dealings during the 
war. 

This autumn, the govern- 
ment of Chancellor Viktor 
Klima set up its own histori- 
ans’ commission to look into 
the whole range of looting, 
theft, extortion and expropri- 
ation that took place after 
Germany annexed Austria in 
March 1938. 

They have Ear more to look 


into than their colleagues In 
Switzerland. 

About 180,000 Jews, or 10 

per cent of the population, 
lived in Vienna at the time 
and many of them were 
affluent. Within months of 
the Anschluss they were 
mostly driven into exile 
while the stores, companies, 
bank accounts, apartments, 
furnishings and art collec- 
tions they owned were 
bought for a pittance or sto- 
len outright by neighbours, 
strangers or public authori- 
ties. Of those Jews who 
could not escape, 65,000 per- 
ished in the Holocaust 

After the war the new 
democratic government was 
reluctant to invite the emi- 
grants bade and even more 
to compensate for property 
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“I would recommend to 
drag it out,** said the then 
interior minister. Oskar Hel- 
mer, about restitution at a 
post-1945 cabinet maptfng 

Arguing that Austria was 
itself Hitler’s first victim, the 
government did not follow 
Germany’s example and pay 
official restitution to Holo- 
caust survivors. Because 
Germany did not include 
Austrians in their scheme, 
they were left without any 
financial support. 

Even today, Jewish immi- 
grants from Austria are less 
well off in the US »»nd the 
UK than those from other 
countries. 



Only In the 1960s did par- 
liament pass a law granting 
ttvmiTrHTTn pension rights to 
former Jewish citizens, but 
Jewish groups refuse to con- 
sider these payments as res- 
titution. 

Austrian Jews who tried 
to get their family property 
back after 1945 were often 
forced into extended legal 
battles, and some never suc- 
ceeded. And tbose who 
returned to get their stolen 
art collections back were 
told that they had to leave 
some precious works to tbe 
state just to get permission 
to take tbe others out of the 
country. 

Through this form of 
extortion public museums 


acquired a share of the 
Rothschild collection and 
hundreds of other master 
works. 

This attitude changed only 
in recent years. When Aus- 
trians elected the former UN 
secretary general Kurt Wald- 
heim as their president In 
1986, despite evidence that 
he lied about his role as a 
German officer during the 
second world war, the coun- 
try heemna an fatwimtipnai 
outcast just like Switzerland 
a decade later. 

This experience convinced 
many Austrians that they 
had to l ace their country’s 
responsibility for the Nazi 
crimes openly. 

Chancellor Franz Vran- 
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The Investment Bank of the Bank Austria Group 
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International network 
with local expertise 


itzky went to Israel to apolo- 
gise for the crimes commit- 
ted by his compatriots, and 
in 1995 parliament voted to 
give every Austrian Jew a‘ 
lump sum payment of 

Sch70,00a . 

Two years lata:, hundreds 
of expropriated art works 
that woe kept for decades in 
the Mauerbach monastery 
outside Vienna were auc- 
tioned off and the receipts 
given to the Vienna Jewish 
community to be distributed 
among Holocaust survivors. 

Tbe calls for restitution 
gainari further momentum 
this spring when the Jewish 
community elected a new 
president, the first to be 
boro after tbe War. 


Ariel Muzicant, 46, was 
more willing to address; tbe 
issues than his predecessors 
who had personally suffered 
Nazi prosecution, and imme- 
diately called for talks on a 
comprehensive restitution 

He did nqt make concrete 
financial demands, but 
askqd for an in-depth probe 
into all acts of expropria- 
tions. 

“If Austria wants to find 
peace with its history, its 
Jews and itself we have to 
make sure tha t the whole 
truth is revealed and is 
being addressed,” he said. 

This approach enjoys wide 
support among the public. 
Even the far-right Freedom 


party and the tabloid papers, 
which are usually quick to 
the government for 
giving in to foreign pres- 
sures, have remained silent 
this time. 

Despite all these efforts, 
Austria may still not be able 
to deflect the anger of Holo- 
caust survivors and Jewish 
organisations. Adequate 
compensation for Jewish 
property would cost billions 
of dollars, and this does not 
include any of the human 
suffering. 

Even so. the wide debate 
over responsibility and resti- 
tution has helped a younger 
generation to understand 
better the darkest sides of 
their country’s past. 
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CASE STUDY - 

THE CITY OF GRAZ 


On the road to becoming a 
centre of excellence 

An attractive old university town is today an important industrial 
centre and focal point for a wide range of exports 

Graz, Austria’s second [ 




biggest dty and the capital 
of the regional province of 
Styria, is an attractive old 
university town which has 
produced Holy Roman 
Emperors and Kings of 
Germany. 

It counts Amoki 
Schwarzenegger, the US fflm 
star, and the conductor, 
Nikolaus Harnoncourt, 
among its best known 
exports. 

However, these days Graz 
is better known for 
producing four-wheel-drive 
jeeps and diesel fuel 
injectors than musical 
symphonies and Nobel 
prizewinners. Unlike 
Salzburg and Vienna, which 
still seem stuck in an 
Imperial time wap. Graz has 
been revitalised as the 
capital of Austria's 
fast-growing automotive 
Industry. 

Since 1995 numbers 
employed in Graz's 
motor-related industries 
have jumped from 7,000 to 

12.000 and over the past 20 
months SchlObn has been 
invested in creating 2,000 
new jobs. Next year 
Daimler-Benz will start 
producing 30,000 
four-wheel-drive Mercedes 
M -class cross-country 
vehicles a year at Graz's 
Steyr Daimler Puch Fahrzeug 
Techruk. 

Next door, Chrysler 
Eurostar is boosting its 
Graz-based production of 
Jeep Grand Cherokees to 

47.000 a y ear and will soon 
be produefrig 60.000 

Voyager minivans a year. 

If you look under the hood 
of a Mercedes. Porsche, 
Suzuki, Ford or Rolls-Royce, 
to name but a few, as likely 
as not there will be a 
component from Graz. Two 
out of every three BMWs 
sold worldwide have 
Austrian engines and Graz is 
known the world over as 
one of the premier centres 
for the development and 
manufacturing of 
fuel-injected diesel engines. 

The seeds of Graz’s motor 
Industry were sown more 
than 100 years ago when 
Johann Puch set up a 
bicycle company there. By 
1904 he had started building 
cars. 

While production of the 
last model, the Puch 500 
ceased in 1974, Steyr 
Daimler Puch has developed 
into one of the world’s 
leaders in four-wheel-drive 
technology and exports foe 



Nikolaas Harnoncourt: a 
Graz export Picture: AP 

vast bulk of its production. 

Initially, it concentrated on 
military vehicles such as foe 
formidable Pinzgauer, used 
by the British and Swiss 
armies, among others. 
However, as foe global 
market for recreational 
four-wheel-drive vehicles 
took off, it began to develop 
new models in conjunction 
with companies such as 
Mercedes, Opel and 
Chrysler. 

The second company 
which Has at the heart of 
Graz’s success is AVL List, 
foe largest privately-owned 
engine development and 
testing cOmp&iy In foe 
world. 

It was founded in 1949 by 

Hans List, a university 
professor who knew aU there 

is to know about diesel 
engines. Today, foe 

Last year Graz 
came first in 
Chrysler’s 
worldwide 
productivity 1 
ranking 

business, still family owned 
and run by Helmut List, foe 
founder's son, has grown 
into a global consultancy 
with 25 subsidiaries and 15 

engineering offices in cities 

ranging from Detroit to 
Tokyo and Beijing. 

AVL List develops around 
20 new engines a year and 
while its client list is a 
closely guarded secret, there 
« hardly a vehicle 
manu tecturer In foe world 
that has not called on its 
s® r 'rices to develop a new 
engine at some time. The 


tremendous commercial 
success of Ford’s Transit 
van was based on an AVL 
breakthrough, the first 
high-speed, direct-injection 
diesel engine. 

AVL List has recently 
developed a software 
programme to measure foe 
"driveability" of engines 
which should lead to a 
dramatic reduction in the 
testing time for new engines. 

“We can run a formula one 
car on our test beds,” says 
Professor List, who is also 
chairman of foe European 
Union’s industrial Research 
and Development Advteory 
Committee, the EU’s main 
advisory body for research 
and development AVL List 
regularly wins prizes as 
Austria's most innovative 
company. 

Together with BMW, AVL 
List has formed a “world 
centre of excellence in diesel 
technology" in Graz to meet 
foe growing demand for 
more efficient and less noisy 
diesel engines. But It Is not 
only diesel engines which 
interest Professor UsL 

In 1969, his company 
branched out into medical 
technology with the launch 
of the first blood gas 
analyser. Today, It is foe 
Industry leader in blood 
testing technology and 
recently signed a 
co-operation agreement with 
Boehrfnger Mannheim, now 
part of Swiss pharmaceutical 
giant Roche. 

Scott File, plant manager 
of Johnson Controls' new 
Graz facility which makes 
seats and interior systems, 
s*ys there is a "great work 
efolc" In the area. He has 
quadrupled his wotkforce 
over foe past three years to 
nearly 200 and has not had 
difficulty recruiting the right 
staff. “You do not have to 
teach people about quality 
ne says. 

Chysleris Gary Cash, who 
® responsible tor overseeing 
the manufacture of 
Chrysler’s Voyager minivans 
and Grand Cherokee jeeps, 
is equally complimentary 
about his adopted home. 1 

Graz’s success has a lot 
to do with its local education 
system, he says. Chrsyler 
can hire workers whose 
“technical abilities and 
attitude" are among the best 
fri the world. Last year, Graz 
cane first in Chrysler’s 
worldwide productivity 
ranking. 

William Hall 
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Imperial glories are 
brought back to life 


Rich traditions have been revived to combat what was called a national scandal 
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II Music sounds from a 

•••• 


different source 


■ - - • 

■ Vjenna and Salzburg .are not the only 
^ i centres for concerts and opera ■ 

) Mention Austria and the Buchblnder as soloist and 
‘'sound of music, and Vienna conductor, the Moscow Sym- 
and Salzburg invariably phony under. Pavel Kogan 


spring to mind. 


and the Tchaikovsky State 


Hardly surprising, given. Symphony Orchestra con- 
the country’s. - globally ducted by Vladimir Fedo- 


to becoming i 
ellence 



known musical ambassa- seyav. 
dors, such as the Vienna There will be a new chfl- 
boys’ choir, the Vienna Phil- ; dren’s opera marking the 
harmonic’s New Year con- lOOtb anniversary of Johann 
cert end the Salzburg festt- Strauss's death and a mini . 
vaL Schubertiade with renowned 

But prices, at these pre- bass-barttone Robert HoIL 
mier events have sky-rock- — .. — I — 

eted. A ticket to a Salzburg _ 

concert or a'New Year, event Few experiences a 
in the “golden hall" of Vien- . .. . 

na’s Musikverem can easily thrilling Irian tlGaflf 
cost more than Scb 4,000 ... • , , , 

05334 ). m the very hall wta 

But those wffling to settle . 

for less may find more. Aus- first performed 

■*tria offers ample regional .... — . - 

alternatives to the big name. 

attractions. Oanacfa, largely unknown 

Opera enthusiasts in to tourists, offew outstand- 
search of adventure might ing music- without the stiff, 
want to sample the fere in overdressed formality of a 


ers come from Vienna's 
Volksoper to take the roles 
of spaghetti cook, a fisher 
girl, senators and their 
wives in the lively contusion 
of abductions and Seduc- 
tion s . 

The lakeside setting could 
not be bettered for the 
romantic gondola scenes and 
tte fireworks climaxing the 
operetta’s . final carnival 
scene is a show unto itseJfl 

Burgenland is packed with 


Schubertiade with, renowned summer musical specials, 
bass-baritone Robert HoIL One of the more ambitious is 

Few experiences are more 
thrilling than 'hearing Haydn’s music 
in the very hall where it was 
first performed 




, . . -uj rt 


Graz or Linz, where produc- 
tions can be every bit as 
good as in Vienna or Salz- 
burg. Linz, which hosts an 
annual Bruckner festival 
every September, should 
have a new 5100m, l^LOO-seat 
Opera house by 2003. Mean- 
while. Graz’s 19th century 
Opera house is known as an 
excellent scouting ground 
for new vocal talent. 

Carinthia’s summer festi- 
val, in July and August, 
splits events between Vfllach 
and the village of Ossiach on 
tte idyllic lake of the same 
name. The fare ranges from 
intimate liederabende in the 
11th century Ossiach monas- 
tery to full-blown symphony 
concerts in a new hall in Vfl- 
Inch. 

Next year’s offerings 
include the Bamberg Sym- 


Ossiach. largely unknown .an outdoor opera- in a quarry 
to tourists, offers outstand- at St Margarelen, 12km 
ing -music- without the stiff, southeast of EteenstadL 
overdressed formality of a Mozart's Masonic-inspired 
tottrlat-packed SaMjuig. masterpiece The Magic Fhite 
Fur an equally rewardi n g is the spectacle scheduled 
musical holiday trytte east- _ far August 15-21 next year, 
emmost province of Bingen- The annual international 
land. The charming capifel Jazz festival at Wiesen, 12km 
of Eisenatadt, where Haydn southeast of Wiener Nens- 
was bouse- composer to the - tadt,.fs another option. One 
Esterbazy princes, hosts a weekend in early July it 
Haydn week next year from becomes Austria’s answer to 


tlon and tte Vienna Sym- 
phony will provide the 
music. 

As a modern alternative, 
Bohuslav Martinn’s unfamil- 
iar Greek Passion performed 
in English will be staged in 
the festival hall, also with 
the Vienna Symphony, as a 
co-production with London’s 
Royal Opera House, Covent 
Garden. 

Vorarlberg’s annual 
Schubertiade has earned a 
deserved reputation well 
beyond Austria’s borders. 
Tbp rank artists include Bar- 
bara Bonney, Alfred Brende] 
and Wind Ensemble Sabine 
Meyer. 

Performances rotate dur- 
ing the months of May, June 
and September - between 
stately churches, ancient 
castles and auditoriums in 
FekUrirch and Schwarzen- 
betg in Vorarlberg and Lto- 
dau in neighbouring Ger- 
many. 

Concerts range from vocal 
and chamber recitals to full 
symphony concerts of the 
works of Schubert and can- 
temporaries. 


We have all had it, the very 
basic food of Austria. It is 
tte standard offering of the 
BuscAmscfumk or country 
inn - Cold sausage and slimy 
cheese, chunks erf 1 Speck or 
fatty bacon sometimes 
minced as -Verhackertes". 
Liptauer (curd cheese with 
paprika), cold roast pork 
with multi-coloured salads. 

Then there is the hot ver- 
sion from the village Gas- 
ttaus or the urban Beisl - 
thin soup with an “EtalagB" 
such as chopped pancakes or 
a Hwr dumpling, hot roast 
pork, schnitzels (pork unless 
you Intone “vom Kalb"), 
chicken In breadcrumbs and 
the array of doughty pud- 
dings which run from dump- 
lings to the unfinishable 
Salzburger Mocker! or Kals- 
erschmarm. 

All right if you are really 
hungry, but otherwise noth- 
ing to write home about. So 
why is it that German gour- 
mands are swarming over 
their southern border in pur- 
suit of good rood? 

Why, Indeed, are so many 
of Germany’s top restau- 
rants either run. by Aus- 
trians or serving Austrian 
food? Why was an Austrian 
voted America’s top chef last 
year? Clearly things have 
changed. From Burgenland 
to Bregenz a restaurant cul- 
ture has finally taken off. 

The Austrian gastronomic 
revival began in the mid-sev- 
enties. One of their own 
number, Eckhart Witzig- 
mann. who had trained 
coder the great Paul Bocuse 
in Lyon and was now going 
great guns at his own "Tan- 
tris" in Munich, revisited 
Vienna and declared the 
food “frightful”. 

Some of the younger Vien- 
nese chefc decided to rectify 
what was last becoming a 
national scandal. They ate in 
the top restaurants in 
France and when they 
returned they formed the 
“Club Wien”, made up of 
those who subscribed to the 
rules of the “New Viennese 
Cooking". 




Food for thought: the country's restaurant culture has finally taken of! 


They looked very similar 
to the principles of the 
French nouveQe cuisine but 
inspiration was to be 
gleaned, where possible, 
from Austrian and Central 
European traditions. 

Those traditions were rich. 
Like London. Vienna had 
once been the fulcrum of a 
large empire. Bohemians 
had been famous bakers and 
pastry chefs, Magyars bad 
worked with paprika, goose 
livers and pancakes and 
most of northern Italy had 
formerly lain under the Aus- 
trian aegis. This proved a 
rich source of inspiration. 

Tte most famous survivals 
from those heady days are 
Rudi Kellner at the Altwie- 
nerhof. Reinbold Gerer at 
Korso in the Bristol Hotel 
and Heinz Reitbauer at Steir- 
ereck, all in Vienna. 

Twenty years ago both 
Altwienerhof and Steirereck 
were little more than 
“Beisls”, the equivalents of 
simple French bistros or Ital- 


ian trattone. Now thus*: res- 
taurant s are considered 
among Austria’s very best. 

Where possible they 
worked in on Austrian idiom 
but tried to lighten the food 
and get away fonn the over- 
reliance on pork and Hour. 
Kellner, for example, 
adapted the popular choco- 
late Mozart Ktrgci. making 
the bullets out of foie gras. 

Strudels could be stuffed 
with anything from goose 
livers to sweetbreads. Gerer 
was even able to refine the 
Beuschl. a local dish made 
from calves' lungs which is 
often best left untranslated 
for squeamish foreigners. 

That Beuschl raises 
another issue. While much 
was ripe for reform in post- 
war Austrian cooking, there 
remained . an individuality 
about Vienna’s traditional 
Beisls which was to be found 
nowhere else. 

Earthiness was the key- 
note, offal the most highly 
prized ingredient. Anyone 


looking for •»< experience of 
this sort should go to Gru- 
nauvr in Vienna's Seventh 
District. 

A new gfucrjtinn luis 
grown up sim-c lflW u hit'll 
takes the changes for 
granted. Sieimvk m Vienna 
is still considered tu lv Aus- 
tria's best ri-sl.-iiinint. but 
tiiere ore many others where 
the quality of the cooking 
does not fall far short - 
Obauer at Werfon in the 
Sateknuuncrgut. Tauhenkre 
bel at Schtttzen in Burgcn- 
land - my personal favourite 
- Korso or Katicr in Vienna 
or the Deuring-Sehlussle in 
Brcgenz. 

Some may scoff, especially 
those who have only known 
bog-standard Austrian food 
on their ski-ing holidays. But 
it might be worth recalling 
the state of British food 20 
years ago - that self-confi- 
dent "Modern British Cook- 
ing" we hear so much about 
today was still on the draw- 
ing board. 


September. 9-19, featuring, America’s Woodstock festi- 
but not limited to. works of val, with top-artists from 
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If you’re ready, we’re ready. You're looking for a competent banking partner who'll be with you all the way - with effective, efficient 
service. Bank Austria Creditanstalt, the leading Western investment and commercial banking group in Central Europe, offers you decades of. experience in 
local markets and a comprehensive banking network in the region. Plus, the international know-how that comes with beirig a global provider of financial 
services. Whatever your financial needs - we're ready whenever you are. For additional information, please e-mail us at margrt.gyor6g@at.bacai.com 

Bank Austria Creditanstalt was established in 1998 and represents the combined international business of Bank Austria and Creditanstalt. 
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as new deals flow m 


The appointment of a task force to expedite ^°9 ed, £^^_ 
breathed new life into the initiative, writes Nicholes Timmins 

■ «hwi hi I* 


Is this as good as it gets? 
Wen, it Just might be. - 
After ax years, of the ini' 
vale finance Initiative in the 
UK, when the promise has 
always seemed to be jam 
tom o rrow, there is now at 
last a good fl ow of deals 
■ emerging- The FF1 has over 
f the past six months finally 
started to gel. and there is a 
discernible sense . of opti- 
mism. about. 

More than mbn in deads 
have been signed in total 
since 1592. but £4bn of those 
have been closed since May. 
1997, when Labour took 
office, cleared away the non- 
sense that every public seo- 
tor capital purchase had to 
be tested for .PFI and 
appointed the Treasury task 
force to expedite the process. 

What might be described 


as the backlog of deals that 
were under negotiation 
when, the Conservatives Irft 
office has been clea red by 

the task three, and future 
ones should benefit from tbe 
smoother process tha t /the 

task fiance has been weaMag 

toputhnflaca. 

T3» g ov er n ment's forward 
abjections are flmt another 
ephn of deals wID be done 
over the next three years, 
with transport, health, edu- 
cation and local authority 
deals dominating, and 
defence, a relative ly late 
developer fa PFl,' conii nnfo g * 
its enthus iastic adoption a 
the process. - 

■ But vrfU the number* 
expand farther? Perhaps not, i 
says Adrian M onta g u e , the 
task force chief executive. 
But then, the nature of the 


mis changing- 
“About I3bn to.ttbn of 
dads* year is a good leva 
to “be- at," he saya. *Thwe 
wm be thB odd big one nke 
tfic Channel Tunnel Bail 
TJiar whkfa will cause the 
fignrftR to bUn upwards from 
ffcfl* to time. London Ohder- 
groand wffl be a big one in 
*ctae?fcoarse.“ 

■n whether this is the 
settled leva of MI deals on 
offer, he argues, will only 
realty be known when the 
-^departmental investment 

strategies are iu the 

fr^TKilc does not, however, 
mean that there are not 
otto: and large opportune 
ttfrnpfrrr the private sector, 
both in providing govem- 
ment sarvfces and in expkdt- 
tng - it is hoped to mutual 
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benefit - opp t w tu nlti es Jh at 
the public sector can after. 

Mr Montague says: I 
tv.fnk what, we are starting 
to see is a blurring cf the 
private -finance initiative 
Into public-private partner- 
ships, so that there wfflbe 
deals Involving private capi- 
tal and private management 
and. skills which don’t 
strictly Involve the building 
of an asset to provide a ser- 
vice; but which nonetheless 
heap €he interest of the mar- 
kets and will be treated as 
an offshoot of PFL" 

Two particular types of 
deal come to mind. One Is 
the government’s “wider, 
markets” approach. This 
involves the public sector 
■woridng with the private to 
exploit intellectual property 
which the public sector owns 
- for example the develop- 
ment by the Minis try o f 
Agriculture of an electronic 
♦e gging device Ibr fish which 
Is to be marketed with the 
private sector, not sold off as 
a licence but in a Joint ven- 
ture which should see 
returns far both the public 
and private sectors. 

“Wider markets isn't PFL 
Mr Montague says. “It is rad- 
ically different, because it is 
ffoTHng asset potential rather 
than buying long-term ser- 
, vices. 

“But the drive is to use 
private capital and s kill s to 

get better value from what is 

already there." 

The second is newer types 
of public-private partner- 
ships, such as some of the 
more recent IT deals. 

“Some of these have very 
tow capital values but large 
revenue payments because 
they artf'butsonKinfc 



extodng ww — kepplng HQ 


chunk of people as well," he 
says. “They are not really 
PFI fUnis They are private 
s ec tor partnership deals but 
we them in the sta- 

tistics, and perhaps we 
should give some thought to 
how we categorise these. 

“But there are other new- 
ish types of partnership 
which will require private 
sector investment, some of 
them property-based deals." 

These will be different 
from Prime, tbe sale of the 
social security department’s 
massive property portfolio. 

Mr Montague says: “These 
newer deals will be done 
with government portfolios 
that have development 
potential, but done in a way 
where you don’t Just flog 
them off but you do involve 
private sector capital, skills 
and management in trying 
to get good value - deals in 
which the private sector win 
share but where returns will 
also flow back to the public 
sector." 

In other words, he says, 

the initiative is broadening. 

This does not, of course, 

mean that PFIis now operat- 
ing in a cloudless sky. 'Hie 
potentially profound implica- 
tions from the Accounting 
Standards Board's recent 
rulings on which FF1 pro- 
jectS'^honM count on the 


government's balance sheet 
are still being worked 
through. 

Disagreements within tbe 
accountancy profession o ver 
precisely bow. in the words 
of those most profoundly 
affected, the board’s “theo- 
retical and almost metaphys- 
ical publication" will trans- 
late In practice rema in. 

The Treasury, however, is 
exuding a quiet air of confi- 
dence that an acceptable 
agreement can be reached 
and is planning fairly 
detailed, project-baaed guid- 
ance which it says “will take 
a lot of the uncertainty out 
of the application of the 
ASB’s principles"- 
And the timing has not 

heen all bad. The teasing out 
of the implications of the 
board’s pronouncement 
whim as the task farce, after 
a deluge of ogMaS^ b Qn ’ 

alising tb&staadanLpontract 


clauses for Ml which it 
hopes to produce in the next 

few weeks. These can now fit 

the new rales. 

The National Audit Office 
bag been asked far its advice 
on the standard clauses and 
Tim Wilson, head of the pol- 
icy arm of the task force, 
says: “Once we have Trea- 
sury-backed conditions on 
which to ao business it win 
take aTotTSf pressure off pro- 


curement teams. 

“They won’t stand still, 
but they will have some kind 
of benchmark around which 
people can be sensible in 
their negotiations." 

Critically, also. Buch 
benchmarking should ame* 
Borate the position the pub- 
lic sector has got itself into 
whore “we have first erf «U 
in tensi ve negotiations with 
the preferred bidders, and 
then almost similar negotia- 
tions with the lenders". Mr 
Montague says - a position 
that is “just daft”. 

Providing the balance of 
risk and reward is right. 
Some in the public sector 
behove the task force is giv- 
ing away too much, some in 
the private sector believe the 
public sector is trying to 
screw them. 

PFI iinaiB should be on an 
assembly, line “where pro- 
iect$~can. be completed with- 
out the delay and expense of 
the intensive ccm tract nego- 
tiations that bedevil ,the 
present process.” Mr Mon- 
tague says. 

The assembly line, how- 
ever. may still require a 
supervisor and the future of 
tbe task force, plus much 
else in the world of PFI and 
public-private partnerships. 
Is under review again by Sir 
Matoshn- Bates,- whose sui> 


vey immediately after 
Labour took office breathed 

new life into the process. 

Sir Malcolm prescribed 
that the task force should 
have a two-year fife, which 
expires around August next 
r year, on the assumption that 
departments and the Trea- 
sury should then be able to 
cope on their own. Few 
believe that many depart- 
ments arc yet up to It- 
i The private sector, having 
adopted an air erf cynicism to 
the task force when it 
was announced, is In the 
main now desperate not to 

lose it. .. 

Sir Malcolm himself, how- 
ever, plus some on the task 
force, worries that merely 
extending it may produce 
the tote that its predecessor, 
the private finance panel, 
suffered, as it went through 
succeeding generations - a 
slow decline in both quality 
and influence. 

Some other way of getting 
and keeping a strong private 
sector voice on the public 
side of the fence will be 
sought along with a means 
of ensuring that when 
departments do build up 
their expertise in PFI 
do not promptly lose it again 
because the civil servants 
who have learnt the trade 
are moved on to other jobs. 
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Deutsche Bank is a provefi leader, in global 
project finance. ^ 

This is just one of the reasons why we are 
currently mandated on 20 PFI projects, either as_ 
Financial Adviser, Lead Arranger andA>r l^uer of . 
Iona-term bond finance, in every sector of-Pfi.. , 
Defence, Education, Healthcare, Local Authorrhps, 
Pri2>ns, Property, Road &Rail Infrastructure and , 
Water &;_Sewerage, _ r , j 

Deutschaeank has also a^ngW. underwritten > 
and proved £45 Million pf subordinated debt and 

equity^ v -• . , r 


Infrastruc&tfc! 

. - 

■ ■ 

i-r y ■ 

' d 

.■ pV- 

•9 

-fi > •• 

• tfnqo 

*p K ^Rnanca,mmrTi™K^--«— J, V^ w - o _ . 

^privatisation IntsmafionsJ. October 1991 - 19W 


Tefc 

Fa^-4^W171545 7130 

SoiiirtoA 


t. ■ 

.... ^ 

.1 ii- 

•* *1 

' 9‘ 

L 

l 

I 

• ; \i 

t 

■r 

■- p 

9 

'■■■ -V 

•- - . X-, 

. !• 

; f 


C - ' - 1 -7 

:T: 


y 'i * 








> 


1 % .. 


r t i- 

. i t 

U S 


cr< 


way 

in PFI Projects 


pnqect Finance - 

No.1 

GkjbalProject Finance 
Adviser* 


Private Infrastructure 

No.1 

Adviser of Private 
Infrastructure Projects 
Globally** 


The Hospital 

Company (Darenth) 
Limited, UK 

£108 MHon 

Seraor Debt facStias for 
a tww 400 bed hospital for 
tha Danfort and 
Greveshflm WHS Trust 


Lead Arranger and - 
UnderwritBf. ’ 

July 1997 


■ i-' 


Consort 

heofmeore • • 

Consort Healtiicare - 
(Edinburgh Royal 

hrfhmafy) Unuted, UK 

£225 IWffion l : 

Senior Debt FacffipM 

for a new 889 bed hospital 

in Ednburgh 


Financial Adviser. Lead 
Arranger and Underwriter .- 

August 1998 


WAH-64 HeBcoptar 

Training Project UK 


£250 MHon 

Serior Debt Faciftties 
for training services for tno 
WAI+84 Apache heScopw 


Bnancal Advisor 

July 1998 


Consort 

heoimcaw 

Consort Healthcare 

(Durham) Linritsd, UK 


fSZNMon 

Senior Debt Facffitiea 

fora new 454 bed howjtal 
for the Ntxth Durham NHS 
Trust 


Lead Arranger and 
UndwvtfriJjBr 

March 1998 




North of Scotland - 
Water Authority, UK 


£|5MNon , 

Project Fmanang for the 
Inverness Bnd Fort VVitem 
Sewerage Schwnes 


financial Adviser 
December 1996 


YOSKStnu 


YoiksWraLinkUd, 

UK 


£30Q MMon - 

Senidr and Siixxdinated 
Debt FadStiea for the 
Ml-Al Link Hoad 


Rrnnciai Adviser and 
SubonSnated Debt 

Underwritw 


Ji^terch 199b 


Bridgend Custodial 
Service Limited, UK 


£77 MRBon 
Senior and Subortfinated 
Debt Facades for 
HM Prison Para Bridgend 


External Finawal Advwar 
and Subortfinated Debt 
Undtefwritar 


» I 


Deutsche Bank 
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PRIVATE FINANCE INITIATIVE 


ACCOUNTING by Jim Kelly 


Auditors have rej 

There are fears that the Treasury’s detailed guidance note to be 
published before Christmas may still fall foul of the financial ; 
reporting watchdogs at the Accounting Standards Board 


an 


It is a paradox that the 
government’s private 
finance initiative, which is 
all about providing palpable 
assets for society such as 
hospitals, prisons, and roads, 
should find itself threatened 
by an abstract notion like 
accounting. 

But threatened it is. There 
is still confusion among pro- 
fessionals trying to put i 
together new PFI projects I 
about the right way to ' 
account for the pubUc-pri- ! 
vate sector deals. Normally i 
such arguments have no eco- ; 
nomic impact. The PFI is an : 
exception. i 

Uncertainty is supposed to 
end before Christmas with a s 
detailed guidance note b; i 
tbe Treasury. But there are t 
still fears that when it is 
published it may still fall 1 
foul of the financial report- I 
ing watchdogs at the i 
Accounting Standards t 

BONDS by Edward Luce 


Board. Auditors, who must 
sign off such deals, have 
reached a genuine impasse. 
“Accounting should reflect 
the deal, not drive it," says 
Heddy Richards, a PFT 
expert with Ernst & Young. 
“What we are getting is 
accounting-driven deals. 

“The wrong' people are 
being forced into making 
decisions - auditors. We are 
being pushed in every direc- 
tion by clients and both 
sides. There is a lot of pres- 
sure to go for the easy life 
and say it's all off-balance- 
sheet, but that should not be 
the answer." 

Haw did the PFI, the flag- 
ship of modern public sector 
investment, end up in such a 
theoretical mess? 

The private finance initia- 
tive uses the private sector 
to design, build, operate and 
finance services that tradi- 
tionally the public sector has 


always paid for and provided 
itself, from hospitals and 
roads to defence equipment, 
prisons and government 
accommodation. The aim is 
to get value for money. 

But that is only half tbe 
story. It also allows the capi- 
tal costs of such assets to be 
paid for over the lifetime at 
the contract, counting as 
revenue spending rather 
than public debt. Since the 
concept 1 was launched in 
19B2, with the public sector 
borrowing requirement 
heading for record highs, 
that has been the. driving 
force behind the PFL 

In the ideal project the 
capital cost, of the asset does 
not appear on- the govern- 
ment's “balance sheet". 
Broadly the Treasury view is 
that the allocation of the 
asset, and its associated lia- 
bility, depends on judging 
tbe risks of all elements of 


the service-asset PFI pack- 
age. In others words, assets 
can be. moved “of&balance- 
sheetf* by adding service 
risks into a contract 

The ASB, which, has an 
official remit only over the 
private sector, sees the PFI 
as envisaged by the Trea- 
sury as a threat to .ordinaiy 
company accounting! . . 

Its supplementary 
accounting standard on the 
issue, published . in Septem- 
ber, would have ruled out 

many PFI deals as at present 
constructed or atleast would 
have resulted in the asset 
staying In the public -sector. 

Geoffrey Robinson, pay- 
master-general, accepted the 
rules In principle but said 
the government would not 
make them re trosp e ctiv e or 
apply them for upto' three 
years. ... 

Beyond that, application of 
a detailed Treasury> guidance 
note would be an a case-by- 
case basis. The government’s 
response looked like an 
uneasy ceasefire - and may 
prove to be so. 


Deals in pipeline await upturn 

Assuming bond markets remain stable, bankers estimate there will be between six and 10 PR offerings 
before mid-1999, although none before the end of 1998. 


Investors in PFI bonds have 
not had a happy time of it 
recently. Although most are 
owned by pension and insur- 
ance funds who generally 
buy to hold until maturity, 
there has been secondary 
market trading in the paper. 

Consequently, spreads on 
AAA-rated PFI bonds - 
those which are "enhanced" 
by insurance4rom one of the 
US monoline companies - 
have widened sharply since 
the Russian debt default hit 
the international bond mar- 
kets in August 

Having achieved a low of 
about 50 basis points in the 
summer, spreads are now 
more than 100 basis points 
over their equivalent gilt 
benchmark. This is a far 
worse performance than on 
similarly rated paper such as 


AAA World Bank or Euro- 
pean Investment Bank 
bonds. 

Bankers attribute this to 
the relative immaturity of 
the PFI bond market. “In a 
crisis investors want to hold 
on to big liquid and 
well-known bond issues like 
the supranational Institu- 
tions^ says one. “PFI bonds 
are still very muc&.lp.jftgjf- 
infancy. . . 

As a result there has been 
no PFI bond Issue since 
Greenwich Hospital issued a 
SSOm bond last July. Given 
the long lead time between 
the launch of a project and 
its financing - between six 
and 18 months - it is impos- 
sible to say how many bonds 
would have been launched 
bad the Russian crisis not 
occurred. 


However, bankers say that 
at the very minimum there 
would have been three or 
four offerings. 

“The PFI - market has expe- 
rienced a hiccup- like every 
other," says Stephen Payne, 
director of project finance at 
Warburg Dillon Read. “But 
there is a large volume of 
deals waiting in the pipe- 
line." ' ‘ 

Assuming-bond markets 
remain stable, bankers esti- 
mate there will be between 
six and 16 PFI offerings 
before mid-1999, although 
none before the end of 199B. 

There is a wide range of 
projects contemplating the 
option of financing through 
the bond markets. These 
include the social security 
department and GCHQ, both 
of which are: seeking to 


finance new administrative 
buildings. 

Worcester Hospital and 
Swindon and Marlborough 
Hospital are also looking at 
the bond markets. In addi- 
tion, the financing for the 
A55 and A13 road projects is 
likely to be raised through 
bonds. 

In the longer term some of 
London Underground's infra- 
structure Arm Tiring could 

also be raised through a pub- 
lic issue although this would 
be accomplished as a public- 
private partnership rather 
than on a standard PFI 
basis. 

Tony Poulterj - head-< of 
global project finance at Fri- 
cewaterhouseCoopers, says 
there is probably less likeli- 
hood of “unwrapped” - or 
uninsured - PFI offerings In 


The foundation stone of 
infrastructure finance. 
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The real problem is that 
both sides, as they await the 
puMicafion of the Treasury 
guidance note, have more at 
stake than the future of the 
PFI, important as that -is.,.. 

The ASB is defending its 
own backyard. So-called "oET- 
balance-sbeet" financing was 


The flagship 
of modem public 
sector investment 
has ended up 
in a theoretical 
mess’ 


one of the corporate sector's 
worst abuses. The ASB has 
sought, largely with success, 
to stamp it out. It now 
claims to see PFI-style. pro- 
jects slipping across into the 
private sector. 

The government wants the 
PFI to work and cannot see 
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why tbeoretfed, .^ven “mete- 

physical”, arguments ■ about 
theory should get in' the 
way.. ' ’ 

The problem is that it is in 
the -middle of .trying! to 
reform- the public sector 
finances along modern 
accounting inias- whfliytMs 
is not an attempt to implicate 
private. -sector accounting, 
the end result is very simi- 
lar. A public row, expafctog 
. PFI araunting as less dffec- 
; five in esposwg risk,. would, 
be vary damaging. U . 

Sorwhat is the Hkelyamtr, 
come? The Treasury's guid- 
ance note, or at least drafts 
of it*, is being keep under 

wraps. But the indications 
are that officials are concen- 
trating, on detailed: contrac- 
tual -issues like fee struc- 
tures, and: the; precise 
ways in which service [and . 
asset . provision. wGlk be 
rewarded. . -t 

Ttw gmphagijg in lijrftly to 

be on practical case gsddr- 
ance based on past experi- 
ence. There may even bdan 
opport u nity to . tie this in 
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V with new standard contract 
,v dansas. ;. ■ - 

j. This suggests that they 
f- are etiU trying to adjust the 
a risk factors aRied to service 
•i provision. In other words 
they are still treating: the 
1. PFI risk equation as a bun- 
l. die, rather than looking: ait' 
t the asset alone. This is a 
r course of action unlikely to 
i impress the ASB. 

>■ . Unless some remarkable 
r breakthrough occurs it looks 
. '. possible 'that. the. Treasury j 
will be unable to construct - 
cPFI contracts fbr assets such 
..as hospitals, prisons and 


- schools without adding costs 

through increased service 
.risk being passed to tbe 
operators. 

Even with such additional 
costs it may still prove 
. impossible by tbe ASB s 
standards to shift the asset 
off the government balance 
sheet Auditors, who must 
rely on the ASB's sta n dards 
when signing off accounts as 
“true qwd fair”, will be hop- 
ing that whatever happens 
-the outcome is clear enough 
‘to apply in the real world. 

Another fudge could seri- 
ously damage the FFL 






the near future, given the 
market’s relative aversion to 
risk at the moment 

The spread on Greenwich 
Hospital's BBB-rated offer- 
ing has widened considera- 
bly since its launch.. The 
same is true of the CGLR 
(Docklands Light. Railway) 
sjngle-A rated offering. 

“What we have seen mere 
recently, is th’eAype of mar- 
ket where-inv est ors prefer 
the comfort of. monoUne 
wrapped, paper," said Mr 
Poulter. 

As a result the average 
premium charged by the. tag 
three US monoline compa- 
nies ~ MBJA Ambac, FGIC 
and FSA — Is likely to rise in 
reflection of greater, bor- 
rower demand for credit 
anTianegnumt and feg deter- 
iorating economic conditions 
in the UK. 

Until August the premium 
had been felling in reflection 
both of growing competition 
between the monoline insur- 
ers and the fact that borrow- 
ere were lncreadn^y ccnsict 
ertug coming to tbe market 
with unwrapped offerings. 

In addition, old-fashioned 
bank lending is likely to play 
a more prominent sole than 
it has done recently owing to 
its greater flexibility as a 
source of capital' than bond 
markets. 

“There is very: healthy 
competition between banks 
and bonds," says one 
banker. “Tbe only difference 
is that the competition , is 
increasingly between sepa- 
rate divisions within the 
same hanks rather than 
between institutions." - - 

Although bonds .'are usu- 
ally considered the most con- 
venient and appropriate way 
of financing projects ^owing 
to the longer mlrtur&es 
av ailab le and the^fact t hat 
bond financing m fixed-rate, 
bank lending departments 
are becoming mep^j prag- 
matic. t 

“There are sonie banks 
who are now prepared to 
lqnd up for to 25 years;*' says 
a consultant. In addition, 
banks are offering better 
hedging f acilities t» borrow- 
ers to compensate for the 
fact that bank lmdtng is 
based on variahle|fii)ating 

However, given Ithe fact 
that most PIFI prtaecis are 
funded by Index-lh^ed pay- 
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ight into projects 


AN league tables show less t 
than the fuB picture - just a^C 
doctors, dons and teachers _ 
who have toxuasingfy been! 
subjected to them, writes 
Nicholas Umndns. . - 

This one, compiled from the 
Private Finance Journal's date 
base, may do so more than 
most But league tables also 
provide Insights and this one 
gives an indication who is 
doing foe business In PFI. 

The flares cover the £4bq 
of deals which raaohed . J 
financial dose between May 
1997, when the Labour 
government was elected and) 


revamped the PR, and 
December 1998. 

~ And they list only the 
number of deals particular 
firms and companies have 
finalised, regardless of stze. 

. It thus shows who has been 
most successful by foe 
number of contracts signed, 

but not who are the biggest 
operators fri PR in terms of 
value by contracts struck. 

_ Hie companies listed are 
foose directly involved In 
OtosortJa which dosed foe 
deal, and the tables do not' 
provide detafls on who has - 
provided moat of foe finance 


fbr deals or foe stake each 
company or finance house 
has. Tabulation which went 
back to foe start of foe private 
finance initiative hi 1992 
would lead to other names 
entering the table and would 
almost certainly alter rankings, 
but such information is not 
easily available. 

Source: PR Journal end 
Project Datum , which are 
published by PSI Group, 
Peteregate House, Stockport 
SKI 1 HE. 01 61 -480-0523. 
Subscription £250 a year 
separately or £395 jointly. 
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Only Coface have 
a network 
of credit insurers 
in all corners 
of the world 



‘THE WORLD’S LARGEST PRIVATE EXPORT CREDIT INSURER” 


■ ** 

Cofece has l network covering 28 different countries 
and holds credit information on over 20 million companies 
For a quotation or further derails please call us on 
* +44(0)171 3257521 
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LOCAL GOVERNMENT by Alan Pike 
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There are now. 14 ;lQcal authority PR deate agne^ while a Anther 
66 hayebeen endorsed ft Sevwal sectors and axp progressing 


Richard Arthur, leader of vErted- into signed transao- 
nami^n council in London, says Peter Fanning, 


took over last month -as 
chairman of the Public Pri- 
vate Partnerships Pro- 
gramme "(4P5). . ’ 

Tins Is the body that pro-, 
motes PFI and other pohlio- 
private partnerships in local 
government. 


Mr Arthur can be grateful the number of specialists in 
that during the .chairman- local councils who have 
ship of his predecessor at first-rate- e xpertise -at hah- 
4Ps - Terry Cobnan. former dttng PEI negotiations Is Hm- 
Jeader of Merton conned and itecL - 

now Labour MP for Putney - ' But the problem is more 

PFI at least became estab- ertzeme to local than central 
fished. government because there 


There were times when its are several hundred local 
..f utur e in local g overnment authorities- - 


looked in doubt.- - 
The private sector voiced 
worries about the «"«****»! 
safety of long-term deals 
with local authorities and 
councillors, for their part. 


Since even the biggest and 
most enthusiastic wiH never 
have more than a modest 
number, of -PFI projects, 
developing and retaining 
in-house specialists of soffi- 


questioned whether they bad dent calibre is likely to 
suitable proj ec ts to put for- prove a permanent difficulty 


ward. . . . for indrridnal couacfls. 

There are now 14 local Mr Farming behoves this 
authority PFI deals signed, creates a need fin “progress 
and a further 66 endorsed chasers” - senior, respected 
.and progressing. outside specialists - to boost 

This scarcely reflects a PFI individual coaodHs* intern al 


explosion - but the com- 
pleted deals are in.a range of 
different sectors, offering 


chasers” - senior, respected {kosher A James, which pro- 
outside specialists - to boost yidear integrated property, 
individual councils’ internal faryatinn and fhranrfal cm- 
PFI experience, and help sultaftcy to the pro p er ty and 
faxing deals to frmfhHL. construction industries, 
“There is a danger at pres- endo^es the view that there 
ent of eyes fiflifag off the is a need tor ‘greater under- 


counefls positive examples of -ent of eyes fiflifag off the is a need tor greater under- 
what can he achieved, and ball and tim* and qppor toifl - standing of PFI within local . 
4Ps’ gtetr now feel able to ties bring lost,” says Mr Fan- authorities, 
spend a little ttm« reflecting ning. ’ - Crasher & James has 

on the ftrtare. . . “I envisage the progress established a capital venture 

“Next year win rantmne chasers being experienced .fond -to support sznaller-scale 
to see potential deals in a people with an understand- local FFI deals. 

-large pipeline being con- tog of the. complexities of Thuds such as ours will 


ties being lost,” says Mr Fan- 
ning. ' 


_ **X envisage +h<» progress a venture 

chasers being experienced .fond -to support smaller-«cale 


people with an understand- 
ing. of the. complexities of 


jHdealflotr andjfambront ^ : 


Cunrtafive capital taka of stated dads 


tantaeotreoltfnB 
- from signed deafc-~- 


local FFI deals. 

. “Funds sucb as ours will 
provide the equity to enable 
local builders to become 
In vol ved in PFI by. for exam- 
ple, -taking on projects to 
rebuild single schools,” says 
i Mr James.- 

“I envisage our fund $up- 
“ porting projects of less than 
£20m, and in man y cases 
probably less than £3Qm. PFI 
* schemes of ibis order are 
K viable, and in many cases it 
t should be simpler to prepare 
- bids than With higgwr pro- 
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-4rf "But we do need adequate 
exp&tise in local authorities, 
anfr clarity of thinking on 
gj- issues suck as the transfer of 

ris^to the private sector. . 
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vertedinto stoned transa> FFI ^negotiations, able to give 
(ian£" says Peter Fanning, mnthweedad advice to coun- 
chief ■ executive. “Now. til leaders and chief execu- 
looking to' the-lcoger term, tivas .-who cannot possibly 
wa must start thinking how find the niw to w y mtHr all 
we can iinyjt>ve the entire the detail of iwgrrtiatlans, 
FFT process, to 3ocal govern- "They would not force a 

mpnt ** cotmcD into a PFI ded .that 

In . common with other was against its interests, but 
parts of the piddle sector, woukfc have the skills to 
the number of Specialists in ; clear unsay the obstacles 
local councils who have wbmuconndDoro wanted a 
firstHrate e x pert ise at hm- project to go ahead." - - 


To acme extent. 4Ps fulfils 
this rale itself on pathfinder 
pilot project s that it pro- 
motes with councils. So it is 


government because there possible that in the fu t u re 
aie several hundred local . 4Ps might provide the prog- 
antborities. * . less chaser service Mr Fan- 

Stoce evm the Mggast and rang envisages on a commer- 
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<-m basis. 

Tboxngaxdsatkra is funded 
out ofc government grants to 
local authorities, but deci- 
shmsxm whether it win sur- 
vive in the longer term - 
mid, if so, how it will be 
financed - are expected 
beton? next summer. 

. Jhmny James, chairman of 
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HOME OFFICE by Simon Buckby 


Reality inspires enthusiasm 


The home office is increasingly turning to PR 
to fund projects such as police stations.fire 
stations and magistrate’s courts 


^ - '.V - • . •• • 


Awavo-Oca roof wffl cowthe snbancato Kant's Dertford and (kavesham hospital b(£t by Tarmac 


“In a primary school PFI 
project, the contractor might 
not be doing much more 
than changing the light 
bulbs. . 

“Is this a farm of high-pur- 
chase construction or an 
operating lease? 

“Either arrangement is 
possible,; but clarity is 
required.” . 

Mr Arthur, in his chair- 
mansbip of 4P&. is anxious to 
stimulate other forms of 
public-private partnership as 
well as pure PFL : 

This raises questions 
about how general relation- 
ships between local govern- 
ment and the. City might be 
put on a more mature. basis. 

A study supported by the 
Local Government Manage- 
ment Board and the Depart- 
ment of the Environment, 
Transport and the Regions 
♦fata autumn found that . rela- 
tionships faetweem-'the two 
are stfll hr their infancy. ' - 

ft added] “Generally, local 
authorities do not have the 
knowledge and skills to 
negotiatST private ' sector 
funding, and training is 
required across a spectrum 
of related topics." 

Almost*. . all councils 
responding to the survey - 
95 per centof the total - said 
they needed greater under- 
standing of PFI, with 92 per 
cent ; needing to improve 
their -overall knowledge of 
private finance m a rke t s . . 

However, bankers who 
addressed- a conference to . 
launch the survey findings | 
emphasised that they regard 
local government as a sub- 1 
stantiaF market, and one 
they are interested in devel- 
oping. .* • • 

Follow-up work is taking 
place on. ways of bringing 
the two institutions closer | 
together, : . • 


Prisons have proved the 
battering ram which has put 
the private ♦*"»***» initiative 
at the heart of many home 
office projects. Ministers aim 

to repeat thtir achievements 
by introducing an internal 
market to secure accommo- 
dation tor juvenile offenders, 
buttressed by the building of 
five PFI secure training cen- 
tres. But PFI Is spreading 
rapidly to help fund local 
projects, such as police sta- 
tions, fire stations -and mag- 
istrate’s courts. 

All of this is a long way 
from tfa» <wM»i hostility of 
Jack Straw, home secretary, 
to a privately-financed 
prison building am * manage- 
ment programme. 

However, once the reali- 
ties of overcrowding and 
funding shortage twisted his 
arm, PFI prisons started 
rolling off the production 
fine. 

Parc (Bridgend) was the 
first to open 12 months ago, 
followed by Lowdham 
Grange (Nottinghamshire) 
and Altcourse (Liverpool). 
Mr Straw has already 
awarded contracts or at least 
drawn up short lists to build- 
Agecroft (Salford), Pnclcle- 
cburch (Bristol), OnJey 
(Rugby) and Marchington 
(East Staffordshire). The 
next wave Is soon to include 
Peterborough, Maghull (Mer- 
seyside). Winnick (Manches- 
ter) and Ashford (Middlesex). 

The home secretary is also 
expected to extend the pri- 
vate managemen t contracts 
at the publicly-built prisons 
at Doncaster, Wolds (Hum- 
berside) and Buckley Hall 
(Manchester), just as he did 
at Blakenhurst (West Mid- 
lands). 

The success of PFI prisons, 
not least in. driving up effi- 
ciency in the public sector, 
has led Mr Straw to 
nnnnunm* p lans for an inter- 
nal market to secure accom- 
modation for juvenile (under 
18) criminals, similar to the 
purchaser-provider split in 
theNHS. 

From April 2000, the new 
Youth Justice Board will 
have a budget of about 
2150m a -year to purchase 


secure units from the Prison 
Service, local authorities and 
others, which will have to 
compete for business on 
quality and cost. 

In addition to the 15 Youth 
Offenders Institutes run by 
the Prison Service, local 
authority secure accommo- 
dation units and the Glen- 
thorne youth treatment cen- 
tre run by the Department of 
Health, there are' to be five 
new secure training centres 
built and run under PFI 
rifles. Contracts have been 
let and they will add to the 
existing (me to Kent 

The secure training cen- 
tres mark an important 
expansion of PFI from the 
prison sector. But the home 
Office is increasingly turning 
to PFI to fund projects out- 
side the business of incarcer- 
ation. 

For instance, man- 

agement consultants were 
recently awarded a three- 
year contract worth £6m to 
deliver specialist community 
and race relations training 
to all local police forces and 
through the National Police 
Training services. 

The Public Safety Radio 
Communications Project will 
lead to a contract to 
supply a new, more secure 
radio system for all police 
officers. 

Many other home office 
services, such as fire and 
other elements of policing, 
are provided locally. Such 
has been the success (rf local 
authorities and the home 
office in promoting local PFI 
projects, the department’s 
procurement credits have 
been increased from £80m to 
£100m for 1998-99. 

Fred Portnell, consultant 
with the Public Private Part- 
nerships Programme (4Ps) 
which has been involved in 
many of these deals, said: 
“The credit rise came 
because the home office 
could show it had deals in 
the pipeline which were 
ready to go. It has proved 
that where you have a deter- 
mined procurer, you get deal 
flow. When the department 
is committed, looking for 
opportunities and -willing to 


support them with resources 
and political will, projects 
get going." 

The first of this kind, the 
Derby-Hfceston police station 
worth £2m. is already opera- 
tional. “Although this has 
been a success, we have 
learned that in future such 
schemes may be too small to 
warrant an individual proj- 
ect. It may be better to group 
them together.” said Mr 
PortnelL 

This is the problem teeing 
PFI deals In probationary 
work, where feasibility 
studies have suggested the 
schemes are too small 

Experience has revealed 
that many national institu- 
tions feel they may not gen- 
erate sufficient efficiencies 
on projects with a capital 
value of less than about 
£10m to make them worth- 
while. 

However, regional compa- 
nies are sometimes willing 
to step in to deals worth as 
little as Elm. 

And many important local 
projects do not cost very 
much, such as the deni 
signed to build stables for 
the mounted police in Nor- 
thumbria (with a capital 
value of about 21.5m). 

Preferred bidders have 
been agreed and contracts 


due to be signed fur many 
accommodation projects, 
including area police head- 
quarters in Cumbria (£8m). 
Derby (£10m>. Dorset (ElOm), 
Norfolk (£20m) and the 
Thames Valley (£8m). Con- 
tracts are also soon to be 
signed for air support facili- 
ties in Wiltshire J£2m> and io 
procure, manage and main- 
tain police cars and vans in 
Nottingham (220m). Tenders 
have been invited to build a 
weapons training facility in 
Cleveland t£10m). 

There are examples or PFI 
successes in the fire service, 
too. The first to become 
operational will be the new 
fire station in Greater Man- 
chester (£8m> but the largi-st 
is in London (250m), where 
PFI deals will supply and 
maintain all front-lino 
vchiclrs. 

In the south-west, the 
three fire authorities of 
Avon, Gloucestershire and 
Somcrsot are shortlisting 
for a single training centre. 

These local deals are often 
difficult to negotiate because 
of their unique features. But 
there is no doubt projects 
are queueing up for consid- 
eration. As lessons are 
learned, they are likely 
to become more frequent 
still. 
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Turning expertise into results for the 
UX Private Finance Initiative. 
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Ernst & Young's involvement in over 66 PFI projects has 
led to 18 projects reaching Financial Close, including:. 
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Financial Advisor and 
Project: Managar ■' - 
£170mPR rodev&opment 

December 1997 , . .. . 



; FiiondK Adviser . 


Highlands and Islands^ 

. Airport Limited ■\ i .r 
Financial Adviser • : . 
£9m new terminal at ' 

. Inverness Airport '. 

Febrtuinr 1998 
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Ernst & Voutifl can help you succeed. 

Whether on the pubfic or private side, we are committed to 
enabling our dients to achieve the success they seek. 

To benefit from our expertise In PFI Schemes call: 

Keith Stein, Head of PFI on 0171931 3972- 
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BCD (Cookham Wood) Ltd 
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Project financing- tar the 
New Norfolk & Norwich Hospital 
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Project financing fora New 
AM Bed Hospiul In North Durham 
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SCOTLAND by James Buxton 


DEFENCE by Alexander Nicoll 


Spin-doctor’s nightmare Marching to the front 
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It is not certain how enthusiastic the Scottish government will be about new schemes 
when it comes into being next year 


It was a spin-doctor's 
nightmare. Donald Dewar, 
the Scottish Secretary, was 
authorising eight Scottish 
councils to negotiate PFI 
schemes worth £330m to 
rebuild or refurbish more 
than 70 schools. 

Yet BBC Radio Scotland 
chose to lead its breakfast 
news with a vitriolic attack 
on PFI by Bill Speirs, gen- 
eral secretary of the Scottish 
Trades Union Council. 

Mr Dewar’s decision 
wwans that Glasgow council 
can issue tender documents 
for a £136m project to refur- 
bish or replace all its 29 sec- 
ondary schools, while Edin- 
burgh will begin a £S0m 
scheme for 27 schools. The 
Scottish Office is committed 
to Increasing the eight coun- 
cils' revenue support grant 
by £25m a year to help pay 
for the schemes. 

Yet the reaction from Mr 
Speirs, and the treatment of 
that reaction by Scotland's 
leading broadcasting organi- 
sation, shows that PFI has 
yet to gain full acceptance. 
Mr Speirs said PFI threat- 
ened public sector Jobs and 
was more expensive in the 
long term. 

With the Scottish National 
party. Labour's main oppo- 
nents In Scotland, opposing 
PFI, it is not certain how 
enthusiastic the Scottish 
government will be about 
new PFI schemes when it 
comes into being next year 
after the parliament opens. 

Although there has been a 
burst of contract signing in 
recent weeks, with more to 
come shortly, all relate to 
projects initiated under the 
Conservatives. But for the 
moment the many advisers 
and providers of services 
and finance in the PFI com- 
munity are glad to see pro- 
jects moving forward, while 
councils see the prospect of 
remedying years or neglect 
in school maintenance. 

In the autumn a Labour- 
run Scottish council. Fal- 
kirk, signed the UK’s first 
PFI for a group of secondary 
schools - a £70m deal with 
Ballast Wiltshier, the 
builder. Charterhouse Bank, 
the majority stakeholder, 
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MoD officials are attempting to test the 
limits by opening up to private bidders 
activities which may be more controversial 


Construction work mi the £f80m, 889-bed Edinburgh Royal ta fi n nai y has begun 


and Quayle Munro, the mer- 
chant bank 

In the NHS. contracts were 
signed In Jgne for the build- 
ing and running of the new 
Law hospital near Mother- 
well in a £146m project with 
Summit Healthcare, a con- 
sortium of Sir Robert 
McAlpine. British Linen 
Bank and Serco, the facili- 
ties management company. 

It is financed by a £i36m 
bond raised by British Linen 
Bank, the merchant hanking 
arm of Bank of Scotland 
which William Moyes of BLB 
says is only the second time 
a bond rather than senior 
debt has been used in financ- 
ing a PFI project. 

Bonds have the advantage 
for the government of being 
cheaper In the early years. 

In August contracts were 
signed for the new Edin- 
burgh Royal Infirmary, a 
£l80m project that is the big- 
gest PFI scheme so far con- 
cluded in the NHS. 

The 869-bed hospital is 
being provided by Consort 
Healthcare, a consortium of 
BICC. Morrison Construction 
anrf Royal Rank of Scotland. 
The consortium will build 
the hospital, equip it at an 
extra cost Of £20m, maintain 
it and provide ancillary ser- 
vices. 

Michael Martin, an execu- 
tive director of Edinburgh- 
based Morrison, says it is 
one of the most complicated 
PFI schemes ever negotiated, 
which explains the years it 
has taken to reach closure. 
However, construction 


began some months before 
closure and is on course for 
completion by 2003. 

Without much publicity 
Scotland’s first privately 
financed prison Is being 
built near Kilmarnock in 
Ayrshire in a £32m project 
by Kvaemer Construction 
and Premier Prison Services. 
The contracts were finalised 
last year. 

Scotland bag an additional 
PFI market to the rest of the 
UK with its three state- 
owned water authorities, 
which must use PFI to fund 
large projects that in 
En gland the privatised utili- 
ties would finance. Their pri- 
ority is to upgrade their sew- 
erage treatment to meet EU 
standards in 2000. 

But North of Scotland 
Water is' the only one to 
have closed a contract, con- 
cluding in December, 1996, a 
£4Sm deal with Catchment, a 
consortium whose members 
are United Utilities, Bechtel 
and Morrison Construction. 
It is also In negotiations 
with Catchment for a £100m 
scheme fin* the Dundee area. 

East of Scotland Water is 
in final negotiations with 
Stirling Whter, a. consortium 
led by Thames Water, for a 
£i00m project which 
involves upgrading and oper- 
ate treatment works at Seaf- 
ield a nd in the Almond Val- 
ley near Edinburgh- 

West of Scotland Water is 
still negotiating with the 
preferred bidder, a consor- 
tium of Scottish Power, 
MiDer Group, and Wabag of 


Germany for a £3Sm sludge 
treatment system at Shield- 
hall and Daldowle In das-' 
gow. and is in negotiations 
with another consortium for 
the Dalmnir sewage treat- 
ment plant near Glasgow. 

Drysdale Graham, a part- 
ner with McGrigor Donald, 
the Glasgow solicitors acting 
for Stirling Water, says: “In 
Scotland we have the luxury 
of a water and sewerage PFI 
market which does not exist 
south of the border. 

“There are a lot of projects 
in the pipeline but the 
amount of future work In 
this area is limited. " 

However, one market in 
Scotland baa dried up com- 
pletely. leaving considerable 
resentment in the PFI com- 
munity. There are likely to 
be no new PFI road schemes, 
despite +ha fact that ini- 
tiative was pioneered for 
road construction. Only one 
scheme, the completion of 
the M6 motorway, is under 
way in Scotland. 

In August, Henry McLeish, 
the Scottish roads minister, 
scrapped a plan to build a 
five-mile stretch of highway 
to complete the MS Edin- 
burgh-Glasgow motorway at 
a possible cost of nfiOm. Yet 
at the Scottish Office’s invi- 
tation four consortia had 
prepared bids and pre-quali- 
fied. They are now seeking 
compensation for what Mr 
Martin says amounts to mil- 
lions of pound worth of 
wasted work. “I find the gov- 
ernment’s position very dig. 
appointing," he says. 


In the Ministry of Defence, 
the private finance initiative 
is marching to Jhe front line. 
Although only.zi contracts 
have been signed since the 
MoD first embraced the con- 
cept in 1995. about 100 pro- 
jects are now being consid- 
ered for PFI treatment in an 
increasingly ambitious pro- 
gramme. j. 

Officials are attempting to 
test the limits of what can be 
achieved through PFI by 
opening up to. private ted- 
ders a number- of activities 
which are close to the front 
line of combat and sensitive 
in national security terms. 

Earlier contracts were 
mainly in non-cantroversial 
areas — though this does not 
mean they were easy to 
achieve, as the public and 
private sectors took time to. 
get accustomed to the con- 
cept 

Seven of the contracts 
signed so Ear relate to train- 
ing. especially in helicopter 
Hying. Others are for provi- 
sion of support vehicles, resi- 
dential a ranmrnndatirt n , and 
water and sewerage services. 
PFI contracts have been 
gt gnad for administration of 
the armed forces' pay and 
pensions, «nd the installa- 
tion and (deration of a new 
telecommunications system 
within and between MoD 
establishments. 

The biggest debate - and 
apparent limiting factor - 
has been the extent to which 
private sector companies 
could be responsible for 
activities carried out at or 
near the front line of com- 
bat. Service chiefs are natu- 
rally concerned about ero- 
sion of the forces’ 
operational readiness and 
effectiveness. 

During this year’s Fam- 
borough air show in Septem- 
ber, the MoD invited compa- 


nies to express interest in 
the replacement of the Royal 
Air Force's ageing fleet of 
VC-10 and Tristar aircraft 
used as tankers for in-flight 
refuelling and for other 
transport requirements. 

The new aircraft - almost 
certainly adapted versions of 
Airbus or Boeing airliners - 
would be owned and.main- 
tainted by the contractor, 
though they might still be 
flown by RAF crews. 

Officials say they have 
received an encouraging 
response from mdustrfr and 
that formal invitations for 
bids are likely to be issued 
ne xt year. Ind ust ry's enthu- 
siasm is understandable - 
some 70 . companies -have 
expressed Interest - given 
that the aircraft would have 
a capital value of some 
£2.5bn and the contract 
value could be £6bn. ' 

While an aircraft contract 
such as this takes many 
years to come on stream, 
two other projects close to. 
the front Wno could provide 
an earlier test transporter 
trucks for heavy equipment 
such as tanks, and roll-on 
roll-off ship6 to carry equip- - 
ment on overseas deploy-" 
meats. Both would involve 
the use of “sponsored 
reserves'*, to which the MoD 
committed itself in— this- 
year’s strategic defence', 
review. .: 

Tank transporters would 
be driven by employees of 
the contractor, hi a crmrnrt 
however, they would wear 
uniforms, bear arms forself- 
defence and come under 
Queen’s regulations. 1 

This means employers 
would have to commit them- 
selves to the Army’s require- 
ments both for training 
availability of the drivers. 
Questions such as insurance 
have still to be folly tackled. 
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Officials say these projects 
are “pathfinders”, deliber- 
ately intended to test what is 
possible under PFL The prin- 
cipal driver, however, is the 
desire to achieve greater 
value money from the £22bn 
defence budget. They say 
contracts signed so for have 
saved between 5 and 40 per 
cent when compared with 
their estimate of the best 
price which, could have been 
achieved in the public sec- 
tor. 

Keeping heavy equipment 
transporters and ro-ro ships 
in private hands would be 
cheaper because owners 
.could rnake additional com- 
mercial use of them at times 
when the MoD’s needs were 
below those at peak times 
such as during a deployment 
or major exercise. 

Private ownership and 
maintenanc e of Army trucks 
could not have been contem- 
plated in previous decades 
when production standards 
in industry were much Iowa: 
than present levels. Modern 
vehicles are designed to be 
used constantly and then to 


be replaced, officials argue. 

“It no longer makes sense to 
have to obtain spares for lor- 
ries made 30 years ago." 

Other important contracts 
on which tha MoD will make 
decisions in the coming 
months include the refur- 
bishment of its own main 
b nil ding on Whitehall, Lon- 
don; the redevelopment of 
the Army’s garrison in Col- 
chester; and Skynet 5 mili- 
tary satellites. 

Officials say a number of 
lessons have emerged from 
the PFI deals signed so for. 
First, they have to approach 
the private sector with dear 
requirements and documen- 
tation; second, the MoD 
needs to form a strong pro- 
fessional team for each proj- 
ect; third, they need to be 
flexible in negotiation, V 
though with tbe backing of ,11 
an overall framework guid- Jr 
ing them on contractual / 
issues; fourth, officials need 
to ensure they get the best 
advice from private sector 
financial advisers, who 
should be involved at a rela- 
tively early stage. 


WASTE MANAGEMENT by Alan Pike 


Rubbish business set to grow 

The industry is turning into a sector actively involved in advanced disposal techniques 



At Bank of Scotland, you’ll find we’re positive the finance to help you succeed. So, if you are 

about PFI. In feet, we’re currently involved in PFI considering a PFI project speak to Britain's leading 

projects across all sectors. With our expertise debt arrangers, Bank of Scotland. Call Pauline Bradley 

in structuring and managing risk, we can arrange on 0131 243 5786 or Jim Boags on 0131 343 7016. 
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PFI has aroused public 
passions. Westminster city 
council’s at temp ts to use tbe 
initiative to rebuild Pimlico 
school is attracting opposi- 
tion from parents, worried 
that their children would be 
educated on a building site 
while the school was gradu- 
ally transformed around 
them. 

Waste management should 
prove less controversial. As 
crucial as the efficient collec- 
tion and disposal of waste is 
for modern society, it is -not 
a service that generates a 
strong sense of public 
involvement 

It is, however, one that 
should fit with ease into PFI 
and other forms of public- 
private partnership. A public 
service with an established 
tradition of private sector 
input it lends itself natu- 
rally to long-term business 
strategies. 

The sector’s high invest- 
ment costs - new incinera- 
tors typically cost between 
£30m-£40m - act as an incen- 
tive for local authorities to 
seek commercial Involve- 
ment 

There are two local 
authority PFI waste deals 
signed so Ear - in the Isle of 
Wight and Kirklees - and 
three others under negotia- 
tion. These involve the for- 
mer county of Hereford and 
Worcester, Sooth Gloucester- 
shire and a large, 500,000 
tonnes per aimwn, Integrated 
waste management scheme 
for Surrey. 

Britain produces 120m 
tonnes of waste for disposal 
each year. The government 
is consulting on anew waste 
management strategy which 
will be finalised next year. 

Many of the more rigor- 
ous, high quality vyaste man- 
agement standard^ that the 
government’s strategy win 
be promoting are features of 
the PFI schemes. 

The Hereford and Worces- 
ter project includes a waste- 
to-energy plant, aqd the PFI 
payments structure will con- 
tain incentives to . encourage 
recycling and reduce use ctf 
landfill Humping pirkfees’s 
contract with United Waste 
Services - worth £l75m over 
25 years - is alstH based on 
converting waste to energy, 
in addition to a materials 
recov er y facility, composing 
plants, civic amenity ’site 
! management and the resto^ 
ration and aftercare of exist- 
ing Tanilfin giteg ’ 

Outside metropolitan 
areas waste management is 
divided between, district 
councils, responsible for .col- 
lection, and county councils 
that handle disposal. The 
government Is consulting on 
whether this division works 


against an integrated 
approach to waste manage- 
ment. Whatever the outcome 
of the consultation PFI, and 
a forthcoming legal require- 
ment on councils to demon- 
strate best value in service 
delivery, is likely to encour- 
age increased collaboration 
between authorities -on 
waste manag ement. 

Fred Portnell, the official 
at the Public Private Part- 
nerships Programme (4Ps) 
responsible for waste man- 
agement schemes, believes it 
Is an area where public-pri- 
vate partnerships gives both 
partners the potential': to 
offer innovative solutions. 
These can range from 
sophisticated waste handling 


and separation arrange- 
ments to generating addi- 
tional income through col- 
lecting commercial waste 
and providing energy from 
incinerators. 

In the current financial 
year so far, about half the 
Department of the Environ- 
ment, Transport and the 
Regions' allocation of gov- 
ernment financial support to 
pump-prime PFI has gone to 
waste schemes. There is 
likely to be increasing com- 
petition for such support, 
and Mr Portnell stresses that 
successful schemes will have 
to show integrated, sustain- 
able and affordable 
long-term solutions, with 
reduced dependence on land- 


fill and improvements in 
recycling. 

The reputation of the UK 
waste industry is evolving 
from a once-femiliar image 
for undlsceming collection 
and dumping to a for- 
ward-looking industrial sec- 
tor that is actively Involved 
In advanced waste manage- 
ment techniques. A number 
of large companies now have 
experience of working 
closely with local authori- 
ties. Whether through pure 
PFI projects or alternative 
forms of outsourcing and 
joint ventures, the unglamo- 
rous but vital field of waste 
management is one where 
public-private partnership 
seems certain to grow. 


Delivering PFI/PPP Innovation 
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Company 

£697,000,000 \ 
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Hereford & 
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£197,000,000 
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Police 

£22,000,000 
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Equity Investor 


North Staffs. , I 
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■ Financial \ 

Adviser . ; 


St John’s House 
' Bootle 

£15,000,000 
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Financial Adviser 


CookhamWood 
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£23,000,000 

Financial 

Adviser 





For further information please contact 
Barry wnUams, Peter Hoffoauer or Norman Crowe 

on 44-171-203 7300 









